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FEDERAL-STATE-LOCAL RELATIONS 
(Federal Departments and Agencies) 


WEDNESDAY, MARCH 26, 1958 


Houser or REPRESENTATIVES, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE, 
Washington, D.C. 

The subcommittee met at 10 a. m., in room 1501, New House Office 
Building, Hon. L. H. Fountain, chairman of the subcommittee, pre- 
siding. 

Present: Representatives Fountain, Dawson, Jones, Reuss, Brooks, 
Holifield, Hoffman, Dwyer, Michel, and May. 

Also present: James R. Naughton, counsel, and Dr. Delphis C. 
Goldberg, professional staff member. 

Mr. Fountatn. The committee will come to order. 

Let the record show that a quorum is present. 

I would like to make an opening statement in order to clarify the 
purpose of this hearing. 

Under the Legislative Reorganization Act of 1946, the Committee 
on Government “Operations has the duty of studying intergovern- 
mental relationships between the United States and the States and 
municipalities. This responsibility has been delegated to the Inter- 
governmental Relations Subcommittee. Because of this eo 
bility, the subcommittee has had before it since July 1955 the report 
of the Commission on Intergovernmental Relations, also known as the 
Kestnbaum Commission. 

The subcommittee’s activities in the field of intergovernmental rela- 
tions have been planned with two objectives in mind: First, to carry 
out its general responsibility for studying Federal-State- local rela- 
tions, with particular emphasis on grant-in-aid programs, and, sec- 
ond, to evaluate the recommendations of the Kestnbaum Commission 
and to ascertain what action is being and should be taken concerning 
them. ; 

For more than 2 years the subcommittee has been conducting an 
extensive study in this area—and, I might say, with a very limited 
staff—giving special attention to the report of the Kestnbaum Com- 
mission. 

In December 1955, each Federal department and agency was asked 
to provide a detailed description of its programs and activities involv- 
ing intergovernmental relationships. Each department and agency 
was also asked to list all recommendations of the Commission which 
applied to it and to describe the action taken, if any, to put such 
recommendations into effect. This information was published in a 
staff report in August 1956. 

1 
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Early in 1956, all State governors and a large number of mayors 
and county officials were asked to respond to a questionnaire relating 
to Federal programs that involve State and local governments. Re- 
plies were received from 42 of the 48 States, from 53 cities, and from 
44 counties. A report on these replies was adopted by the Committee 
on Government Operations on June 17, 1957, and printed as House 
Report No. 575. 

In the spring of 1957, the subcommittee arranged for a series of nine 
regional hearings in order to give more intensive consideration to the 
views of State and local officials on important aspects of intergovern- 
mental relationships. These hearings began in Boston, Mass., on 
September 30, and were concluded in Raleigh, N. C., on December 
11. During the course of these hearings the subcommitee heard from 
approximately 125 witnesses and compiled more than 3,500 pages 
of testimony. 

Prepartory to regional hearings, the subcommittee held hearings 
in Washington during the last week in July 1957. The persons in- 
vited to testify at that time included former members of the Kestn- 
baum Commission, spokesmen for the large national organizations 
that represent business, farm, and labor interests, and representatives 
of the professional associations that serve State and local govern- 
ments. 

Additional hearings were held in Washington last month to afford 
interested nongovernmental organizations and individuals an oppor- 
tunity to present their views on intergovernmental relationships. 

The present hearings represent the final stage in the subcommittee’s 
current study of this subject. These hearings have been arranged 
to examine the functioning of the Federal- State-local programs, using 
as background information the views previously expressed by Fed- 
eral officials in response to the subcommittee’s 1956 questionnaire and 
the data collected from State and local officials by questionnaire and 
in regional hearings. Upon completion of these hearings, the sub- 
committee will prepare a report on its findings. 

In general, the subcommittee is seeking evidence bearing on two 
types ‘of problems: (1) Whether the existing division of responsi- 
bility between the national and other levels of government is proper 
and satisfactory, and (2) Whether and by what means intergovernmen- 
tal cooperation can be improved in the grant-in-aid programs and 
their operation made more efficient and more economical. 

This morning the subcommittee will hear from representatives of 
the Department t of Commerce. 

We are very happy to have as our first witness Mr. Louis S. Roths- 
child, the Under Secretary for Transportation. 

I believe you have a prepared statement, Mr. Rothschild, and we 
will be pleased to hear from you at this time. 

Mr. Roruscump. Thank you, Mr. Chairman. If it is agreeable 
with the committee, I would like to read this statement. 

Mr. Fountarn. You may doso. 
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STATEMENT OF LOUIS S. ROTHSCHILD, UNDER SECRETARY OF 
COMMERCE FOR TRANSPORTATION, ACCOMPANIED BY FRANK 
C. TURNER, DEPUTY COMMISSIONER OF PUBLIC ROADS; JAMES 
T. PYLE, CIVIL AERONAUTICS ADMINISTRATOR; AND HERBERT 
H. HOWELL, DIRECTOR, OFFICE OF AIRPORTS, CAA 


Mr. Roruscuitp. Mr. Chairman and members of the subcommitee ; 
I am pleased to have this opportunity to discuss with you aspects of 
the grant-in-aid programs administered by the Department of Com- 
merce. 

As you know, this Department is responsible for the administra- 
tion of Federal- ‘aid programs in three areas: highway construction, 
airport construction, and State maritime academies. The last of 
these is of rather limited interest and I do not, therefore, plan to dis- 
cuss it unless you should have any questions you would like to ask. 

The Federal-aid highway program, considered in terms of its im- 
pact upon our States and localities and the amount of expenditure 
involved, is the most substantial of the Federal grant-in-aid_pro- 
grams. ‘Administration of this program is the direct responsibility 
of the Bureau of Public Roads. This Bureau is headed by the Federal 
Highway Administrator, a post created by Congress in 1956 in recog- 
nition of the greatly expanded responsibilities created by the Highway 
Act of 1956. I believe you will find it universally agreed that we 
have been most fortunate to have had as Federal Highway Adminis- 
trator since February 1957, Mr. Bertram D. Tallamy. Mr. Tallamy 
came to us after a distinguished career as an engineer and public 
administrator in his own State of New York. He had planned to 
accompany me, but, unfortunately, illness has prevented his being 
here this morning. I do have with me, however, Mr. Frank C. Turner, 
the Deputy Commissioner of Public Roads. 

The Federal-aid airport program, while not nearly as extensive 
as the highway program, is, nevertheless, of considerable importance 
in the area in which it is concerned. Administration of the airport 
construction aid program is the direct responsibility of the Civil 
Aeronautics Administration of the Department of Commerce. The 
Administrator of Civil Aeronautics, Mr. James T. Pyle, is also with 
me this morning. 

Your chairman, in a letter to Secretary Weeks, dated March 18, 
1958, detailed for us the background under which this hearing is 
being conducted and propounded several specific questions to which 
he asked us to direct our attention. Unfortunately, time has not 
permitted us in the Department of Commerce to follow the hearings 
held by this subcommittee as closely as we would have liked. However, 
we have had the opportunity to examine some of the transcripts of 
your regional hearings, as well as the published responses to the 
questionnaire which you sent to the various States and communities. 
Needless to say, we have been extremely gratified by the virtually 
unanimous approval expressed by the representatives of our States 
and localities regarding the manner in which the Bureau of Public 
Roads and the Civil Aeronautics Administration have administered 
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their respective aid programs. It is our hope, Mr. Chairman, that, 
in our future administration of these programs, we will continue 
to merit this widespread approbation. 

Now, to answer your questions, Mr. Chairman : 

1. In general, whether the Department favors the existing division 
of program responsibility between the Department and State and/or 
local governments. 

Our answer to this is “Yes” in regard to both the highway and the 
airport construction programs. The division of responsibility is 
largely the same in each program. The States and localities are re- 
sponsible for planning, construction, and maintenance of projects 
which are financed both with Federal and local moneys. The Fed- 
eral agency is responsible for setting standards, assuring that projects 
meet these standards, and providing technical and other assistance to 
the States and localities where appropriate. We appreciate that in 
striving to attain the goal of well-constructed highways and airports, 
designed to meet local needs and integrated to meet national require- 
ments, our purpose parallels that of our State and communities. We 
believe the task of the Federal agency should be one of constructive 
helpfulness rather than undue domination. The division of program 
responsibility which the Congress has provided for in the highway 
and airport aid legislation represents, In our view, a well bitanned 
recognition of the principles which should govern these aid programs. 

2. (a) A description of significant administrative actions, if any, 
taken by the Department in the past few years to improve the opera- 
tion of the program and the Department’s working relationships with 
State and/or local governments. 

The highway and the airport aid programs were both subject to ex- 
tensive legislative consideration during recent years. The Highway 
Acts of 1956 with the greatly expanded program and the considerable 
revision of the extent and areas of Federal interest and responsibility 
are well known to you. 

President Eisenhower, on August 3, 1955, approved Public Law 211, 
84th Congress. This enactment provided for some important changes 
in the Federal Aid Airport Act, the most significant being the pro- 
vision authorizing the Department of Commerce to obligate $63 mil- 
lion a year for airport aid. Both of these legislative enactments, the 
Highway Acts of 1956 and the Airport Act Amendments of 1955, 
required revision of administrative ee In each case a 
greatly expanded program had to be absorbed without sacrifice of 
necessary standards and without the frustration of unnecessary en- 
tanglements in redtape. 

We moved to assure the success of these expanded programs by 
streamlining our operations so as to give a maximum of responsibility 
to the local levels of our organizations. In addition, policy objectives 
were revised and restated in such a way as to assure a maximum un- 
derstanding at all levels as to just what the Federal agency require- 
ments would be in programing and directing the expenditure of the 
Federal share in each of these grant programs. It would take some 
time for me to detail all of the changes which were undertaken to 
meet our objectives. I have therefore taken the liberty of supplying 
to you, along with my statement, copies of the 1957 annual report of 
the Bureau of Public Roads and the 12th annual report of operations 
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under the Federal Airport Act. Administrative changes made by 
the Bureau of Public Roads are set forth beginning at page 36 of 
their report. I believe you have those reports in front of you. Ad- 
ministrative requirements of the Civil Aeronautics Administration un- 
der the expanded airport aid program are to be found beginning at 
page 3 of their report. 

6) An outline of any plans the Department has for improving 
program administration and promoting better intergovernmental 
cooperation. 

Proper administration of the highway and the airport construction 
programs requires continuous reappraisal of methods and practices 
and a constant striving for improvement. It would be fatal to the 
success of these programs if we were ever to sit back and rest in smug 
reliance upon past accomplishment. That is why we are always seek- 
ing better ways to fulfill our responsibilities. We do this by main- 
taining close and effective liaison with the States and localities we 
serve and with the representatives of the industries and people who 
use the facilities to which we contribute as well as by constant research 
and study within our own organizations. 

The Bureau of Public Roads has reactivated the Board of County 
Consultants. The membership of this group has been recently 
selected, and we expect them to be of invaluable assistance in helping 
us in the effectuation of the secondary road program. <A meeting of 
this Board is scheduled to be held in Washington, D. C., on April 8-9. 
The Department worked closely with the special committee on high- 
ways of the Governors Conference during the period when the High- 
way Acts of 1956 were under consideration. 

In addition, the Bureau has for many years been actively engaged 
in working with such organizations as the American Association of 
State Highway Officials, the American Municipal Association, and 
the National Association of County Officials to develop means to im- 
prove the functioning of the various highway programs. 

The Civil Aeronautics Administration likewise maintains close con- 
tact with such organizations as the Airport Operators Council and 
the National Association of State Aviation Officials, among others. 
The CAA early realized the profound effect which the coming of civil 
jet aircraft would have upon airport development and moved to take 
steps to meet these problems. The Administrator held a jet age sym- 

osium at which all elements of the aviation industry were heard. 
Tieietirih and study are being conducted, and recommendations are 
being made to assure the maximum possible preparation in our airport 
as well as other aviation-facility requirements to meet the needs of the 
jet age. 

Sound administration of both these programs requires that we con- 
stantly reevaluate our practices and that we make changes promptly 
where the need is demonstrated. 

(c) A description of any major legislation the Department con- 
siders necessary or desirable to improve the operation of the program. 

The highway program and the airport program have each been the 
subject of major legislative enactment during the past few years. In 
each case, the statutory revisions resulted in important changes and 
improvements in the administration of the program. Nevertheless 


there remain some items of improvement which could be achieved by 
legislation. 
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This Department has favored repeal of the antidiversion provision 
of the Hayden-Cartwright Act with reference to the highway pro- 
gram. We do not believe that this provision any longer serves any 
useful purpose. The penalty provision of this act does not apply 
equally to all the States. Equitable administration of this provision 
becomes more and more difficult as time passes. We feel that the 
yrovisions of the Highway Act which designate the amount of match- 
ing contribution to be made by the States are all that should be 
required to determine the amount a State must contribute for high- 
way purposes to be eligible for Federal aid. Proof of its limited use- 
fulness may be found in the fact that the Hayden-Cartwright penalty 
provision has been very rarely invoked since its enactment in 1934. 

The basic principles which continue, in many respects, to govern our 
highway program were first enacted in 1916. Since that time Con- 
ai has from time to time added to this basic highway law. We 

elieve that it would be helpful if all of these various enactments 
were compiled in one act. Accordingly, we have prepared and sub- 
mitted to Congress such a compilation of our existing Federal highway 
statutes. We believe that enactment of this proposal would be most 
helpful to the administration of the highway program. 

We have also proposed legislation to amend existing requirements 
with respect to bridge clearances over navigable waters. This legis- 
lation is designed to assure that the needs of highway traffic will be 
given equal consideration with the needs of waterway traffic. Enact- 
ment of this legislation would, we believe, result in considerable sav- 
ings in the cost of construction of highway bridges and permit im- 
proved planning by State highway departments. 

In the airport field, there has developed over the years a multiplicity 
of grant agreements and requirements growing out of the various 
programs through which the Federal Government has financed the 
development of civil airports. This multiplicity and the resultant 
lack of uniformity have created many problems in administration. 
In addition, some of these provisions have become burdensome to the 
local authorities. Particular attention has been paid to the provision 
for recapture of the airports by the Federal Government in the event 
of national emergency. This requirement, and some others, have been 
found by the States and localities to be especially onerous in that they 
restrict the salability of revenue bonds, interfere with leasing of space 
needed by airport users, and generally constitute a burden on airport 
business operations. We have been studying this problem with a view 
to the possibility of suggesting legislation which will permit stand- 
ardization of these agreements and modification of the burdensome 
requirements where this can be done consistent with protecting the 
necessary interests of the Federal Government. 

Finally, Mr. Chairman, you asked that I address myself to the 
recommendations of the Commission on Intergovernmental Relations 
which affect our programs. The Commission’s report, published June 
1955, antedated both the Highway Acts of 1956 and the amendments 
to the Federal Airport Act enacted in 1955. To a considerable extent, 
the recommendations of the Commission paralleled the policies of this 
Department in the administration of the highway and airport pro- 
grams. Certain of the recommendations were covered by the acts 
passed by the Congress soon after the Commission’s report was pub- 
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lished. Thus, for example, the Highway Acts of 1956 provided for 
an expanded highway program, placed the program on a pay-as-you- 

o basis, and provided additional revenues for highway construction 

y increased highway-user taxes. 

Similarly, the amendments to the Airport Act provided for con- 
tinuation of the program on a fiscal basis determinable in advance by 
the grant of contract authorization and permitted State allotments 
to be held over for 2 years before being reallocated. We have generally 
favored placing as much responsibility as possible upon the State and 
local authorities consistent with maintaining standards necessary to 
assure that the national interest is protected. Generally speaking, 
what was needed to meet the suggestions of the Commission, in con- 
nection with the airport and the hi hway programs, was accomplished 
by Congress and put into effect by the agencies directly concerned 
with the administration of the programs soon after the report was 
published. 

Before leaving the Commission on Intergovernmental Relations, 
however, I feel impelled to add my compliments to the well-deserved 
praise which my good friend, Meyer Kestnbaum, and the outstand- 
ing group which served with him have already received for the 
magnificent work which they did. I think that the philosophy of 
our Department regarding the proper division of Federal-State-local 
responsibilities was most aptly stated in the conclusion expressed by 
the Commission when it said that we should— 

Leave to private initiative all the functions that citizens can perform privately ; 
use the level of government closest to the community for all public functions it 
can handle; utilize cooperative intergovernmental arrangements where appro- 
priate to attain economical performance and popular approval; reserve national 
action for residual participation where State and local governments are not 
fully adequate, and for continuing responsibilities that only the National Gov- 
ernment can undertake. 

In my discussion I may have overlooked some specific matters which 
may be of interest to you. The highway and the airport programs 
cover a good deal of ground, almost all of which touches in some way 
upon relationships between the Federal Government and our State, 
county, city, town, and village governments. Mr. Turner, Mr. Pyle, 
and I would be very happy, to the extent of our ability, to answer 
any remaining questions you may have. 

Mr. Founrarn. Thank you very much, Mr. Rothschild. We are 
happy to have with us, also, Mr. Turner and Mr. Pyle. 

During the course of the questioning, each of you should feel free 
to supplement any answer given to a question. 

I have a series of questions which I would like toask. Before doing 
so, does any member of the committee have a particular question at 
this time which he or she would like to ask? 

Mr. Rothschild, the Kestnbaum Commission, as you noted, recom- 
mended the repeal of the provision of the Hayden-Cartwright Act 
requiring the States to spend certain amounts of specific taxes for 
highway purposes. You have indicated in your prepared statement, 
just as the Department reported to the subcommittee in 1956, that you 
favor this recommendation. What steps has the Department taken 
to secure the repeal of section 12 of the Hayden-Cartwright Act? 
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Mr. Roruscui. I don’t think we have done anything, Mr. Chair- 
man, and the reason for that is we have had a huge legislative pro- 
gram, and this didn’t seem to be one of the highest priority items with 
which we were concerned. 

Mr. Founratn. I wonder if it has been included in the legislative 
program of the Department. 

r. Roruscump. Mr. Nash tells me it has not been included so far. 

Mr. Fountain. I asked that question because 2 years ago the sub- 
committee obtained informally the information that a proposal for 
a was submitted to the Bureau of the Budget. Is that true? 

r. Nasu. As Mr. Rothschild indicated, we have had a heavy legis- 
lative program in the highway field. This is one of the items we 
favored. Nobody has been against it, so far as we can determine, in 
the executive branch. It has just been a question of the advisability 
of putting this piece along with items which were of much greater and 
more pressing importance. It is not a statute that has been often 
used by the Federal Government, and I assume that eventually the 
repeal will be effected. 

Mr. Fountarn. You pointed out, Mr. Rothschild, that the penalty 
provision of the act does not apply equally to all States. Just for the 
record, I wonder if you would give us an example of such inequities. 

Mr. Roruscuixp. I think the act provides there shall be withheld 
not more than one-third of the Federal participation if a State vio- 
lates the provisions of the act, but there is no minimum on it. So it 
could, in its administration, vary between a very small percent and 
3314. I think the act has only been invoked 3 times in 24 years. 

There is another way inequity may come about, Mr. Chairman. 

The act provides that the user taxes which were in force by a State 
at the time of the passage of the act shall be the basis on which the 
determination is made. Since that time there has been all sorts of 
action within the States, themselves, raising or modifying the user 
taxes, and so if one State has added 50 percent and another State has 
added 200 percent, you can see that automatically would make an 
inequity. 

Mr. Fountarn. At the same time, as long as the act is in effect and 
= have the responsibility of administering it, even though it has 

een invoked only three times, doesn’t it serve as a threat over the 
States, such as in the case of the New Jersey Turnpike ? 

Mr. Roruscuirp. Off the record. 

(Further statement off the record.) 

Mr. Founrarn. I wonder, Mr. Rothschild, if you can tell us about 
how much staff time is used by the Department in determining State 
compliance with these provisions. 

Mr. Roruscump. Mr. Turner tells me it is a very small amount of 
time, Mr. Chairman. 

Mr. Founrarn. In dissenting from the Kestnbaum Commission 
recommendation that the Federal-aid highway program be continued 
with increased appropriations, two of the Commission’s members— 
Governors Driscoll and Battle—commented as follows, and I quote: 

The proposal continuing two or more levels of government in a single operation 


increases cost, retards construction, and results in wasteful duplication and 
overlapping of effort where none is necessary. 
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On the basis of your experience with the highway program, Mr. 
Rothschild, do you agree with this observation ? 

Mr. Roruscuip. I am afraid not, Mr. Chairman. I don’t see, for 
one thing, how the Nation would ever have gotten a program such as 
it has gotten if this were left to 48 different jurisdictions. I think 
there would have been very spotty roadbuilding, and I think there 
would have been great difficulty in integrating the system highways, 
one with another. 

I can remember in the earlier days of highway building, when it 
was not unknown to find a highway in one State which went to the 
State border and just stopped, and there was nothing in the next State 
on which to travel. 

Mr. Fountain. If we were to assume for purposes of argument 
that there is duplication and that it is an evil, it appears to be a neces- 
sary evil, does it not? 

Mr. Roruscuip. I would think so, and I don’t believe there is much 
duplication, either. The Federal share of its undertakings in the 
highway field is accomplished for less than 314 percent of the total 
cost of the program. 

Mr. Founrarn. Personnally, I don’t agree with them, either. 

The Federal Highway Act of 1954 relieved the Bureau of certain 
supervisory responsibilities in connection with the secondary road 
system. 

THiow many States are now operating under the administrative plan 
arrangement provided by that 1954 act ? 

Mr. Turner. I believe 48 States, Mr. Chairman. 

Mr. Fountarn. Has the Bureau found this a satisfactory method 
for delegating administrative responsibility to the States? 

Mr. Turner. Yes; it has been highly satisfactory to us. 

Mr. Founratn. What about from the standpoint of the States? 

Mr. Turner. I think I can speak for the States and say that they 
likewise are well satisfied with it. 

Mr. Fountarn. Would you favor the Congress adopting a similar 
procedure for the primary system, Mr. Rothschild ? 

Mr. Roruscuttp. May I have Mr. Turner answer that? 

Mr. Founrarn. Yes. Mr. Turner. 

Mr. Turner. I think I would have to say “No” to that. I believe 
it works very satisfactorily the way it is, and to relieve the Federal 
Government of that responsibility would be going in the wrong direc- 
tion. We would be going back to the condition that Mr. Rothschild 
mentioned a few minutes ago, where we would not have the necessary 
coordination that we need between States. 

Mr. Fountatn. What is the basis for distinguishing between the 
secondary and the primary road systems with respect to this adminis- 
trative procedure ? 

Mr. Turner. The law, itself, defines the Federal aid primary system 
and the Federal aid secondary system. It is two distinct types of 
categories of roads, and the primary system is the system that connects 
the larger cities, county seats, and across State boundaries. 

The secondary system is the local road or county, or farm-and- 
market type of road, and it to a large extent is administered by and 
handled by the county governments, and the State would have about 
the same relative relationship with the counties in that program as 
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the Federal Government would have with the States in the primary 
system program. 

Mr. Founrain. What I had in mind was the question of relieving 
the Bureau of close supervisory responsibility in connection with the 
primary road system. 

Why could you not do the same thing with respect to the primary 
system? Do you mean to suggest by your answer that the States are 
competent to administer the secondary system by themselves, but not 
the primary? 

Mr. Turner. No, sir, just the reverse. The States are highly com- 
petent to administer both programs, and they do, but the nature of 
work and the primary system is such that it inv olves activities beyond 
the State boundaries, the character of i improvement, the type of traffic 
service to be render ed, which needs to be given a coordinating view- 
point that goes beyond State boundaries. I think that would be the 
principal distinction. 

Mr. Fountarn. The suggestion has been made that secondary roads 
should be the sole concern of State and local governments. Aside 
from financial aid, what contribution does the Bureau of Public Roads 
now make in the secondar y road program, Mr. Turner ? 

Mr. Turner. One is the establishment of engineering standards, 
the adherence to those standards, the dev elopment of a system con- 
cept so that we get not a series of disconnected and disjointed projects, 
but rather we aim toward an integrated and interconnected system. 

We get a degree of coordination with other programs to link the 
farm-to-market road i improvements with the primary system and the 
interstate systems in a way we would not get if we didn’t have the 
overlap there, and through the 3 levels of government all work- 
ing together to build an interconnected : 314 million miles of road on 
which - you can travel from one system to the other without any dif- 
ficulty. 

I believe you would not get that if you disjoined the secondary road 
program from its logical counterpart in the State and Federal levels 
of government. 

Mr. Founrarn. How long have you been working with the Bureau 
of Public Roads? 

Mr. Turner. I have to stop and think. I came to the Bureau after 
I graduated from college in 1929. I started on June 11, 1929. 

Mr. Founratn. You have had quite a bit of experience in this field. 

On the basis of your experience, what is your opinion as to whether 
or not there is need for a continued Federal interest in and super- 
vision of the secondary system ? 

Mr. Turner. I think we need to continue supervision, but I think 
that supervision can be relaxed in detail very much as has already 
been done. 

We think that that was a very good forward step in the adminis- 
tration of the program. It has relieved us of a great deal of detailed 
work that we otherwise would have had to do, and I think that 
while we have not had to supervise it as much in detail, the end result 
is fully as satisfactory now as it was previously. 

Mr. Founrarn. In recent years, the States have gained considerable 
experience in secondary road programs, have they not? 
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Mr. Turner. Not only States, but the county governments as well. 

Mr. Roruscuip. If I may comment, Mr. Chairman, prior to my 
coming to the Federal Government, I was for 17 years a municipal 
offici af and served as a member of and chairman of the City Plan- 
ning Commission of Kansas City ,my home city. 

We had lots of dealings with the State highway department and 
with the Bureau of Public Roads, and it was my experience through- 
out those years that the only way in which we really got a measure 
of integration which would serve all of the people best was by reason 
of the Fact that there was a higher authority to whom we could refer 
some of these matters that couldn’t be settled on a local basis. 

Mr. Founrarn. I think it is fine that you have had experience with 
municipal government, because it was from representatives of munic- 
ipal government that we got quite a few comments in connection 
with the highway program. 

With respect to Federal supervision, some State officials feel that 
the Bureau of Public Roads should establish basic criteria for plan- 
ning, design, and construction activities, and then spot-check State 
adherence to these standards. 

Would greater delegation of responsibility along these lines be 
practicable? 

Mr. Turner. I don’t believe it would, Mr. Chairman. I think we 
have already delegated to our field offices the very maximum of re- 
sponsibility that we should give them for most efficient administra- 
tion of the program. 

Actually, the way it works now is pretty largely a spot-checking 
arrangement as is proposed there. We just do not have the man- 
power to go in and review every single action on every project. 
There is no need to, and it would be absolute duplication. 

So just as a natural result, we do perform the work just as pro- 
posed there. 

Mr. Fountarn. Your comment relates to another question which I 
have in mind. 

A number of officials of both State and local government have sug- 
gested that the Bureau of Public Roads delegate more authority to its 
field offices in order to expedite decisions. The district offices, they 
say, should be given more discretion in approving preliminary de- 
sign, final design, contracts, and so forth. 

“Would you comment on this suggestion ? 

Mr. Roruscuirp. I think you will find that that has been done, 
Mr. Chairman, and the annual report to which I referred earlier sets 
out just exactly how that has been done. 

Mr. Founratn. Didn’t some of the witnesses indicate that the 
regional offices have told them they were unable to make certain de- 
cisions and would have to contact higher authority in connection with 
some of these problems? 

Mr. Gotppere. That was the impression left with us by some local 
and State highway officials. We did not have officials of the Bureau 
of Public Roads in attendance, and we simply had to accept the 
charge. 

Mr. Roruscuixp. It is possible they were referring to practices in 
use prior to this last delegation. 

Mr. Founrarn. It may y well have been. 

32370—59——2 
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Mr. Turner. The actual effective date of this delegation was Jan- 
uary of 1957, and I suspect that some of that may not have trickled 
down at the time you were talking to them. 

Mr. Founrarn. Their contacts may have been prior to that date. 
Are there significant differences in the caliber and capabilities of State 
highway departments which might permit a lesser degree of Federal 
supervision in some States than in others? 

r. Turner. Very definitely. 

Mr. Fountarn. Do you feel that you now have sufficient informa- 
tion to distinguish between those States which are fully capable and 
those which are not? 

Mr. Roruscurip. Well, Mr. Chairman, if we had that capability, 
I wouldn’t want to bea party to making up such a list. 

Mr. Fountarn. Do you have the authority to differentiate ? 

Mr. Turner. I would subscribe to the answer that the Secretary 
gave to you, and, in effect, we already do that, Mr. Chairman. 

Mr. Founrarn. Then you do have the authority ? 

Mr. Turner. The basic act says that the highway department must 
be satisfactory, must be satisfactorily organized, in their organization, 
personnel, finances, and authority. All States do have that. Some are 
far above, and some are fairly close, and some are average, above that 
minimum standard, but, so far as we are concerned, they are all satis- 
factory, and I would not want to embarrass any State by attempting 
to make a list of that type. 

Mr. Founrarn. I certainly wouldn’t ask you to make such a list. A 
number of cities have suggested to the subcommittee that the Federal 
Government should stipulate the percentage of Federal aid to be allo- 
cated by a State to its urban areas. Some city officials have proposed, 
also, that Federal grants be made directly to large urban centers. 
Would you comment on these proposals? 

Mr. Roruscuitp. The 1956 act, in connection with the Interstate 
System, requires that equivalent consideration be given to urban com- 
munities as to nonurban communities, and this has resulted in a new 
set of standards and, therefore, a new set of costs, and, so far as the 
Interstate System is concerned, they are participating on a money basis 
just about on a 50-50 situation. I am not as familiar with the primary 
situation, and I will ask Mr. Turner to comment on that. 

Mr. Turner. The first part of the question which you asked there is 
covered by the law itself, which stipulates that 25 percent of the funds 
made available in the so-called regular or ABC category, as we refer 
to it, must go to projects in urban areas, an urban area being defined 
as a population cluster having urban characteristics and having a 
population of more than 5,000, so that part of the recommendation is 
already cared for by the law. We have no discretion in that. 

Mr. Founratn. There is no way that any portion of that 25 percent 
can be diverted, either by you or by State officials? 

Mr. Turner. Yes; there is, to this extent. There is also a provision 
in the law which permits a State, upon application by the State and 
approval by the Secretary of Commerce, to transfer up to 20 percent 
of any of its apportionment for primary or secondary roads to the 
urban category, for example, or vice versa, but that has been initiated 
by the State and has been used to a rather limited extent, since it was 
written into the bill. 
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Mr. Fountain. That may be what prompted some of the criticism, 
because a number of representatives from large urban areas seemed to 
think that their State highway organizations were not adequately in- 
formed about urban problems and were not as sympathetic to meeting 
those problems as they should have been. 

Mr. Turner. The record will show there have been numerous trans- 
fers to the urban category, also. 

Mr. Fountain. Is it left to State discretion as to how the urban 
funds are distributed between large cities and small communities over 
5,000 population ? 

Mr. Turner. Yes, sir; there is no stipulation in the law regarding 
that. 

Mr. Fountain. That may be the basis for the criticism received from 
some of the urban officials. 

Mr. Roruscuirtp. I wonder, Mr. Chairman, if this is not another 
example indicative of the constant struggle that goes on between the 
large cities and the smaller areas in every State. 

Mr. Founvrarn. It probably is. We heard complaints not just in 
this field but in many other fields to the effect that State ae heen 
were dominated by representatives from rural areas and, hence, that 
the State legislatures either were not adequately informed about or 
were unsympathetic to the needs of urban areas. 

There appears to be some feeling also on the part of local officials 
that city interests are not given adequate consideration in highway 
planning, particularly with respect to the acquisition of rights-of-way. 
We all recognized that the Federal agency, under existing legisla- 
tion, deals exclusively with the State level of government, but are 
there any administrative actions which the Bureau might take to assure 
that the views of interested municipalities are adequately considered 
by the State highway people, and that local officials are fully in- 
formed on the objectives and procedures of the Federal program ? 

Mr. Roruscuiip. We have a rather widespread information setup, 
and we attempt to keep all people who are interested in highways 
informed. 

Now, we send this stuff out. We can’t make them read it, Mr. 
Chairman, and frequently they don’t. 

Then, perhaps, they complain that they haven’t learned about it. 

There is another provision in the act which requires that before a 
right-of-way is definitely established that there must be public hear- 
ings, and the States and the local authorities are well aware of this 
provision and hundreds upon hundreds of public hearings have been 
held and are scheduled to be held. 

I think, on the whole, those people at local levels of government 
who have been paying strict attention to their responsibilities would 
pretty well know what their opportunities are and where the limita- 
tions, if any, occur. 

Mr. Founrarn. In your statement, you said the Bureau of Public 
Roads has reactivated the Board of County Consultants. 

Mr. Roruscump. Yes, sir. 

Mr. Founrarn. Do you have any organization or agency similar to 
that dealing with the problems of urban areas? 

Mr. Roruscuirp. No, sir; we do not. However, every urban area is 
a part of a county, or nearly every one is, and we would assume that 
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the city and county officials don’t live in a total vacuum as their inter- 
relationships are concerned. 

Mr. Founratn. Of course, I think we will find in quite a few areas 
of the country that the urban community predominates, and in many 
instances the county might be completely separate in the administra- 
tion of various pr ograms. 

The Board of County Consultants is composed, I understand, of 
officials of small cities and small counties. 

Do you care to make any further comment on these observations ¢ 

Mr. Turner. I want to comment on that cooperation with munici- 
palities. 

The State highway officials’ association, AASHO, has a number of 
standing committees with the American Municipal Association in 
which they take up problems of common interest. I believe that has 
worked very well over the years in getting the viewpoint of each group 
before the other one. 

In addition, there is a constant staff liaison here in Washington be- 
tween the executive director of the American Municipal Association 
and the AASHO group, the county officials’ group, and others dealing 
with highways, so there is a constant interchange of problems and 
viewpoints. I believe that that is ironing out a lot of the rough spots 
that have been mentioned in your testimony. 

With regard to the question about the Board of County Consult- 
ants, the nominations for that Board were made by the State highway 
departments, the county officials, and our local representatives in eac h 
of the States, so that the viewpoint of all of the different groups con- 
cerned, the large cities, the large county and the small county, and the 
small urban areas, I believe, were all given adequate consideration in 
making up that Board. 

Mr. Founrarn. Do you think the large urban areas are adequately 
represented on that Board ? 

Mr. Turner. Insofar as the Board of County Consultants is con- 
cerned, I think so; yes, sir. 

Mr. Founrary. I was surprised that a number of the mayors from 
large cities expressed the feeling that they should have the authority to 
deal directly with the F ederal Government in connection w ith such 
programs as roads and airports; they felt State highway commissions 
and other State agencies were simply roadblocks and prevented them 
from getting equitable treatment. 

Mr. Roruscuimp. Mr. Chairman, to judge by the number of people 
who come in to see us at all levels, including my own, I don’t think 
there is much inhibition on the part of municipal officials about getting 
in here. 

Mr. Fountarn. I must say they were very persuasive in presenting 
their case before our committee. However, I expect some of this feel- 
ing is due to negligence on the part of some local officials in not keeping 
abreast of things and not keeping themselves adequately informed. 
Sometimes decisions are made on a State level because local authorities 
haven’t presented themselves and discussed their problems as thor- 
oughly as they might have. Do you think that is probably true? 

Mr. Roruscuip. I think it is very likely ; yes, sir. 

Mr. Fountain. It has been said that the present allotment formulas 
for primary and secondary roads do not give sufficient weight to the 
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factors of population, highway use, and motor-vehicle registration 
and, hence, work to the disadvantage of the densely populated States. 

First, for our record, would you describe the present allotment 
formulas? 

Mr. Turner. The primary funds are apportioned on the basis of 
area, population, and road mileage. 

Mr. Roruscuitp. That is the population, the people? 

Mr. Turner. Total population within the State, regardless of cate- 
gory. The urban funds are apportioned on the same basis, except 
that the population is the urban-population factor, and the secondary 
funds are apportioned on the same basis except that the population 
is the nonurban or rural-population factor. 

The interstate funds are apportioned beginning with 1960, fiscal 
year, on the basis of relative need in each State to the national total 
need, without regard to population, mileage, or any of the other 
factors. 

We know from experience that vehicle-miles of travel, automobile 
registration, gasoline consumption, and all those things are inter- 
related to population and pretty largely a function of population, 
so that the use of the populates factor does, indirectly, give weight 
to the factors that you have mentioned there. 

Mr. Fountain. Does the Department believe that the present for- 
mulas are equitable ? 

Mr. Roruscuitp. I think that the present formulas are pretty sound, 
reasonable, and decent formulas. I don’t mean that they are good 
forever. I think the Congress should review them from time to time, 
but I think at the present time they work out to a splendid end product. 

Mr. Founrarn. In view of the makeup of our country, I guess it 
would be humanly impossible to provide a formula that could elimi- 
nate all inequity, would it not ? 

Mr. Turner. It certainly would, but to cover some of that ground 
was the reason that Congress put into the act a few years ago-this 
transfer provision that I referred to earlier. 

Mr. Founrarn. How extensively is that transfer provision being 
used at the present time ? 

Mr. Turner. During the last 18 months or so, I believe we have 
made about 20 such transfers involving a total of about, I believe, 
$25 million. 

Mr. Founratn. I think you have to some extent answered this next 
question. 

Would you describe what effort is being made to coordinate the 
Federal highway and urban-renewal programs, particularly as they 
affect our metropolitan areas ? 

Mr. Turner. We have had a working relationship with the urban 
renewal people from the time that that program was first initiated, and 
we do have not only national coordination here in Washington at 
staff level, but we have all of our field offices working directly with the 
local officials in that program. There is, I think, 100 percent coopera- 
tion and coordination in that program. 

Mr. Fountan. In planning the Interstate Highway System, is at- 
tention being given to the problem of mass transportation for metro- 
politan areas? We heard quite a bit about that during our hearings. 

Mr. Turner. Yes; it is. 








16 FEDERAL-STATE-LOCAL RELATIONS 


Before we get into the development program in one of our large 
urban areas, we make complete studies of the whole problem of trans- 
portation in the broad aspects, covering all forms of transport, and 
to that extent we do get mass transit to consider. The law does not 

ermit us, of course, to participate in so-called mass-transit facilities. 
hat, I think, is probably what your witnesses had in mind. 

Mr. Founrarn. I think that is what they had in mind. They wanted 
more participation than is now provided by the law. 

Mr. Turner. To the extent that we can put facilities in our projects 
like turnouts for bus stops, and things like that, in one of our projects, 
we do put those in and participate in the cost of those. 

Mr. Founrarn. Are Federal funds available for planning or con- 
structing any parts of a metropolitan area’s mass transportation 
system ? 

Mr. Rornscuitp. No, sir. 

Mr. Fountain. Except for the things you just mentioned ? 

Mr. Turner. That is right. 

Mr. Fountain. Are there any questions by members of the com- 
mittee in connection with the highway program ? 

Mrs. Dwyer. No questions. 

Mr. Founrtarn. Mr. Michel ? 

Mr. Micuer. The Federal contribution on the Interstate System is 
90, while the State and local communities is 10? 

Mr. Roruscuip. That is correct. 

Mr. Micuer. Inthe ABC system, is it not on a 50-50 basis ? 

Mr. Roruscump. That is right. 

Mr. Micuen. Where do I get the impression in the last week or two 
that consideration is being given, in view of the economic situation 
of the country, to changing that 50-50 to something like maybe 70-30? 

Mr. Roruscutmp. I would think you could get that impression, 
Mr. Michel, from having read a bill that is before the Senate at the 
moment. 

Mr. Micuert. And what would the Department’s position be on that 
proposition ? 

Mr. Roruscuip. This is currently under consideration, and I don’t 
believe I could give you the Department’s final answer on that, but my 
own personal reaction to it would be an unfriendly one. I would think 
any program which has been in effect for more than 40 years, and 
which has worked out to such wonderful benefit all the way around, 
should be held right at the basis it has been on all these years. 

Mr. Micuex. The subject was brought up earlier by the chairman 
relative to what capability the States had, themselves, to develop their 
highway programs, and I am just curious to know in what estimation 
the Department would hold my home State of Illinois, so far as their 
ability to 

Mr. Roruscuttp. To meet their share of the costs? 

Mr. Micuer. Right. 

Mr. Roruscuitp. They are doing all right. 

Mr. Micnen. Do you have an up-to-date breakdown by States of 
those States which have availed themselves of the Federal funds ? 
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Mr. Roruscump. I would be glad to furnish it for you. We don’t 
have one with us, but we will be glad to furnish it for the record. 

Mr. Micuet. I think it would be interesting to have that informa- 
tion incorporated in the record. 

Mr. Fountarn. Will yousupply that for us? 

Mr. Roruscuitp. Yes. We supplied it yesterday to the Public 
Works Committee. 

(The information is as follows :) 
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Mr. Micuex. That would be all the questions I have at this point. 

Mr. Fountarn. Mr. May? 

Mr. May. Mr. Rothschild, I was present yesterday when you testi- 
fied before the Public Works Committee, and I sympathize with the 
chore that your Department has in testifying several times on Capitol 
Hill these days. I would simply ask this: 

Yesterday, Governor Ribicoff of Connecticut stated he felt the lag 
in the programing from the Federal to the State level of highway 
funds was the problem of the Federal Government holding up the 
funds to the States. 

What would be your comment on that ? 

Mr. Roruscuitp. Well, I am afraid the Governor must have been 
misinformed, Mr. May. He was saying that it was a requirement 
of the Federal Government that a State was obliged to furnish 100 
percent of the money for any of those projects and to pay for them 
on completion before they could get any matching funds from the 
Federal Government. 

Well, that not only is not the case, but quite to the contrary, if a 
State wants an advance against funds that haven’t been spent, all it 
has to do is ask for it, and many of the States have so asked for it, 
and have had advances which have been given to them, and they 
have had those advances for years. 

Mr. May. Has there ever been any lag in answer to that question, 
especially ? 

Mr. Roruscuiip. Well, sometimes in the proper functioning of the 
Bureau of Public Roads a State has perhaps asked for more than 
that amount to which it was entitled. 

Mr. May. I mean all that they are entitled to that has been ap- 
proved is usually granted upon request of the State ? 

Mr. Roruscuinp. Oh, yes. 

Mr. May. Has there been many complaints from other governors 
along that line? 

Mr. Roruscuiip. That is the only one I have ever heard. 

Mr. May. How do you account for the fact that several States, 
including Connecticut, have not availed themselves of even 50 percent 
of the highway funds that are allowed for the States, whereas, States 
like Illinois and others are well over 90 percent ? 

Mr. Roruscuitp. I suppose you could ascribe that to the people 
running the programs. 

Mr. May. In the States? 

Mr. Roruscuiip. Yes. 

Mr. Turner. If I might add to that, to answer the question in more 
detail : 

Connecticut has had a rather difficult problem in the last couple of 
years in connection with its highway program. Some of the lag, and 
a great deal of it, is due to the flood you had up there a few years ago. 

The highway department has had to spend a great deal of its avail- 
able funds, and a very large share of its engineering time and ability 
in reconstructing those flood-damaged roads, and they have had to 
go back and do that as a patch-up emergency job before they could 
get to this other program. 

Mr. Roruscuirp. Didn’t he get special funds for that? 
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Mr. Turner. Yes; but they didn’t get special ae and things 
like that to relieve them very much. It is a small department, as you 
know. 

In addition, they have been building the Connecticut Turnpike and 
the highway engineering staff has been doing most of that work. 

As a result, Connecticut has gotten behind on its regular program. 
They are probably further behind than any other State in the Union 
on the regular ABC program. 

Mr. May. How long does it take for a State to qualify for a Fed- 
eral grant when they make application to the Bureau of Public Roads, 
assuming that everything is in order, according to the specifications 
of the Government ? 

Mr. Roruscuitp. Some do it a day after the allocations are made. 
They have their plans already—the apportionments are made. They 
have their plans ready and bounce in the next day. Some hang up 
for a considerably longer time. 

Mr. May. In other w ords, then, I would assume from your testi- 
mony that your relationships with the State and municipal govern- 
ments has been a fairly high caliber relationship ? 

Mr. Roruscuirp. It has been a wonderful relationship; yes, sir. 

Mr. May. Thank you. 

Mr. Founrarn. Mr. Rothschild, during our hearings I sensed that 
a number of people who testified felt whether justified or not—that 
the Bureau of Public Roads was giving too little thinking to the prob- 
lem of mass transportation. That is the reason I asked the question 
earlier. 

I think Mr. Naughton, staff counsel, had some conversations in 
comnection with this problem. 

Mr. Navuenton. I think most of our testimony on what was said to 
be a lack of coordination, or lack of consideration of mass-transit 
problems in connection with the planning of the Interstate System 
came up in Chicago. 

Mr. Founratn. Mr. Michel’s State. 

Mr. Navueutron. The commissioner of public works of the city of 
Chicago, particularly, made the comment that he thought there was 
not sufficient consideration being given to mass transit in 1 planning the 
Interstate Highway System, and I believe that the commissioner of 
public works of Detroit also took that position. 

Mr. Roruscuttp. I wouldn’t want you to think that es Depart- 
ment of Commerce is totally unaware of this problem of mass trans- 
portation, because one of the functions which we have is to serve as 
the President’s principal adviser on all transportation matters, and 
in that connection we are deeply involved right now with considera- 
tion of how to do something about commuter services furnished by 
the railroads, another element of mass transportation. 

Mr. Turner would like to add something about the Chicago situation. 

Mr. Fountain. Mr. Turner. 

Mr. Turner. Mr. Chairman, the reason that the Bureau doesn’t ex- 
press the interest that the Commissioner in Chicago apparently would 
like us to express is simply because the law doesn’t permit us to do the 
thing that he is interested in and wants us to do, but insofar as giving 
consideration to the matter of mass transit as a means of moving 


people, I think that the Bureau is probably one of the leaders in that 
line of thought. 
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In the Chicago area, for example, we are participating in one of 
the largest studies of transportation undertaken in this country, and 
that involves all forms of transportation, including the pedestrian, 
bicycle, and every other means of moving people from origin to desti- 
nation. That is about a $4 million study, and the Bureau is putting 
up about $2 million for that. It has been going on for many years. 
We have asimilar one underway in Philadelphia. 

We recently conducted one in the New York area. There is one 
underway here in the Washington metropolitan area, as well. 

Mr. Micuet. If $2 million of the $4 million is your money, then who 
puts up the other $2 million ¢ 

Mr. Turner. The State, city, county, and there are some moneys in 
there by business firms, I believe, transit groups, universities—it is 
quite a hodge- podge—but it is one of the most comprehensive studies 
of transportation in the abstract that has ever been undertaken in this 
country. 

Mr. Naveuron. Mr. Turner, there was some indication during our 
testimony in Chicago, which took place in October of last year, that 
not too long before our meeting there had been increased attention 
given by the Bureau of Public Roads to the problems of mass transit. 

During 1957, did you inaugurate any meetings or any other actions 
which gave increased emphasis to the problems of mass transit ? 

Mr. Turner. No, sir; we had three meetings, I believe, here in 
Washington with representatives of the Chicago authorities, who came 
in for interviews and discussions of that matter with us, but we did 
not initiate any new interest in the problem any more than we have 
always had. 

Mr. Founvarn. Mr. Rothschild, do you consider the 90 percent 
Federal and 10 percent State sharing of the Interstate System costs 
an appropriate division for protecting Federal funds ? 

Mr. Roruscuiip. Let me answer that a bit indirectly, Mr. Chairman. 

We recognize that when the Federal share went up to 90 percent, 
that there was a greater possibility of unhappy incident, and in order 
to protect the Federal Government against anything that might not 
be exactly right, we immediately started some teams of investigators. 
Those teams are in the main made up of an attorney, an experienced 
investigator and an engineer, and we have several of those. Whenever 
we have reason to believe something is not proceeding in the best inter- 
est of the Federal Government, we immediately send one of those 
teams out, so I think we are protecting the interests of the Federal 
Government quite well. 

Mr. Founvrarn. I asked that question because there is a natural 
tendency to be a little less careful when you are spending someone 
else’s money. 

On the basis of experience, do you think the State share is large 
enough to insure the highest regard for economy and efficiency 4 

Mr. Rornscum. Well, that again runs to people, Mr. Chairman, and 
in some cases I am sure 90 percent is high enough, and in other cases 
it might be a little on the high side. 

Mr. Fountain. It has been suggested that some States have been 
extravagant in acquiring rights- off way, and in p Roce g public funds 

overnment would pay 


for relocating utility lines, because the Federal 
90 percent of these costs. 
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Would you comment on that? 

Mr. Roruscuitp. Yes, sir; we have found it necessary to send these 
teams out to check on some right-of-way acquisitions, and we have 
found cases where they were not being conducted in a proper manner, 
and in those cases we withheld from the States those funds due on 
those projects. 

On the question of utility relocations, we had an interesting thing 
happen: The law differed between the possibilities of reimbursement 
under the Interstate System and the rest of the Federal-aid projects, 
and in 10 State legislatures, laws were enacted which made it possible 
to collect from the Federal Government only on interstate projects. 

We are now recommending that the Congress amend the act in such 

yay as to make that impossible. 

Mr. Founratn. I believe Mr. Sinclair Weeks, Secretary of Com- 
merce, when appearing before the Committee of Public Works on Jan- 
uary 8, 1958, made this statement : 


I do not believe, however, that Federal-aid funds should participate in the 
eost of relocating utility facilities where no vested property right is taken, and 
the utility is not entitled to compensation under constitutional provisions. A 
great many utility facilities occupy the rights-of-way of public highways by per- 
mission of the States. Ordinarily, the utilities contributed nothing to the cost 
of acquiring the rights-of-way, paid nothing for the privilege of installing and 
maintaining their facilities thereon, and acquired no vested property interest 
in the rights-of-way. The occupancy of highway rights-of-way by public utilities 
is usually subject to the condition that the facilities not interfere with public 
travel, and prior to the enactment of the Federal-Aid Highway Ac of 1956, the 
great majority of States required the utilities to bear the cost of relocating their 
facilities when such relocation was necessary to permit improvement of the 
highway. 


Quoting further : 


Since the enactment of the Federal-Aid Highway Act of 1956, which increased 
the Federal share of the cost of constructing the Interstate System to 90 percent, 
and up to 95 percent in public lands States, and expressly authorized the use of 
Federal-aid funds for reimbursement of the cost of relocating utility facilities, 
a significant reaction has occurred in many State legislatures. During 1956 and 
1957, legislation which would provide for payment by the State of the cost of 
relocating public utility facilities was considered by the legislative assemblies of 
40 States. Such legislation was given favorable consideration in 22 States, but 
was vetoed in 6 States, so that the legislation became law in 16 States. Under 
these 16 enactments, only one State will pay the cost of utility facilities on all 
State-maintained highways. Five of the enactments relate to all Federal-aid 
projects and 10 relate to projects on the Interstate System only, where the 
Federal share of the cost is at least 90 percent. 


I wonder if you could supply us with the names of the States which 
passed these laws ? 


Mr. Roruscuiwp. We would be very happy to. 
(The information is as follows :) 


SUMMARY OF INFORMATION ON STATE LEGISLATIVE ACTION WITH RESPECT TO THE 
AUTHORIZATION OF UTILITY RELOCATION Costs 


In all, 42 States have considered legislation which would provide for payment 
by the State of the cost of relocating utility facilities during the 1956, 1957, and 
1958 sessions. Of these, 4 were considered in 1958 and 39 were considered dur- 
ing 1957. Massachusetts enacted its reimbursement statute in 1956. 

During the 1957 session : 

(a) Such proposals were favorably considered in 21 legislatures: 

Fifteen became law: Connecticut, Delaware, Florida, Idaho, Illinois, 
Maine, Minnesota, Montana, Nebraska, New Mexico, North Dakota, Okla- 
homa, Tennessee, Texas, and Utah; 
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While 6 were vetoed: Colorado, Kansas, New York, Pennsylvania, Rhode 
Island, and Wyoming. 

(b) In 18 legislatures, such measures were either defeated, withdrawn or not 
acted on: Alabama, Arizona, Arkansas, Califoria, Georgia, Indiana, Iowa, Mary- 
land, Michigan, Missouri, New Hampshire, Ohio, Oregon, South Dakota, Vermont, 
Washington, West Virginia, and Wisconsin. 

(c) The legislatures of Kentucky, Mississippi, and Virginia did not meet dur- 
ing 1957, while no measures of this type were introduced in Louisiana (budget 
session only), Nevdda, New Jersey, North Carolina, and South Carolina. 

In addition, studies of the problem of utility relocation and its cost were 
authorized in Arkansas, Michigan, and Minnesota. 

New York and Washington adopted laws which limited reimbursement to 
municipally owned facilities. 

Of all the measures proposed, regardless of final disposition, 38 related either 
to all Federal-aid highway projects or the Interstate System along, while only 
those in California and Connecticut relate to all State highways. 

Of the 16 relocation laws passed : 

(1) Ten relate only to projects on the Interstate System: Delaware, 
Florida, Illinois, Maine, Minnesota, Nebraska, North Dakota, Oklahoma, 
Tennessee, and Texas. 

Five relate to all Federal-aid projects: Idaho, Massachusetts, Montana, 
New Mexico, and Utah. 

One relates to all State-maintained highways: Connecticut. 

(2) The laws of Massachusetts and Illinois give the highway authorities 
discretion in the matter of whether or not the utilities should be paid for 
relocating facilities. 

(3) Nebraska and North Dakota specifically made reimbursement subject 
to existing contracts between the utilities and the State or local govern- 
ments. 

While only New Mexico and Texas provided that existing contracts are 
not a bar to payment, it is apparent from the language of the laws of the 
other 12 States that such contracts are not an obstacle to reimbursement. 
(Minnesota is now in the process of rewriting its existing utility contracts 
on this point.) 

During the 1958 session : 

(a) Such bills have been introduced in four States: Georgia, Mississippi, 
New York, and Virginia. 

The Georgia legislature which considered the same measure in 1957 
adjourned without taking final action on the bill before it. 

The New York bill, similar to the one vetoed by Governor Harriman in 
1957, and the Virginia bill, which would provide for payment of the cost 
of utility relocation on the Interstate System within cities and towns, have 
been passed by the legislatures of those States and are awaiting guber- 
natorial action. 

The Mississippi legislation is still pending. 

(b) The legislation passed by five States during the 1957 session is in 
the precess of being tested in the courts of those States: Idaho, Minnesota, 
Montana, New Mexico, and Tennessee. 

In New Mexico and Tennessee, lower court decisions upholding the con- 
stitutionality of utility relocation statutes have been rendered; appeals 
to higher courts are pending. The 2 suits already mentioned and the 1 
pending in Idaho were brought by the States, while the suit in Minnesota 
was brought by a utility company to obtain payment from the State. The 
action pending in Montana was instituted by a taxpayer in order to prevent 
the State from making payments to the utility under the Montana reloca- 
tion law. 

In addition to the lawsuits the Texas attorney general has rendered an 
opinion holding the relocation law passed by the legislature in 1957 uncon- 
stitutional. 
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Mr. Micuex. Mr. Rothschild, I had one other question here. Do 
you believe that since enactment of the Federal highway program on 
a 90-10 basis that some of the States, or that a good portion of the 
States, might have deferred some of their own highway construction 
building that might have gone on under the old 50-50 ABC system? 

Mr. Roruscniip. We have that as a matter of record and would be 
glad to supply it to you. 

(The information is as follows :) 


Highway capital outlay and maintenance expenditures, 1952-56 
[Millions of dollars] 






























































1952 1953 1954 | 1955 | 1956 
| . a a 
| | 
|Amount| Per- |Amount| Per- nepuenl Per- |Amount| Per-  sneaienil Per- 
| | cent cent cent | | cent | cent 
| na ° ro | —— 
Capital outlay: | | 
By States and sub- | 
Grymees. ......... 2, 191 76 2,273 | 69 2, 579 63 | 2,646) 61 3, 113 | 62 
By Federal Govern- | 
ee | 485 | 17 | 583 18 632 16 738 | 17 847 17 
By toll facilities _____) 198 | 7 453 13 855 | 21 937 | 22) 1,033 | 21 
Totel.............| 2,874 | 1 3,309 | 100) 4,066| 100| 4,321| 100| 4,993| 100 
Maintenance: Li Te we ees | er 7 : oo 
By States and sub- | 
Gt non c= SS ee 4 ) ry ae £2 bw 5 Ole iocc.e. 
By toll facilities ____- 30} ---~. 4 ne 51 |------ OO tes FO loan 
Os ik. 7 ee ee a 1,796 |...... FOIE oes 1,991 | 
| ' | 
Highway capital outlay, 1952-56 
{Millions of dollars] 
= ee ; a - oti acradetd, 
1952 | 1953 1954 1955 1956 
a ee eas 
|Amount| Per- nee Per- |Amount| Per- |Amount} Per- |Amount) Per- 
| cent | cent | cent | | cent | cent 
i? | : | en . . [Path ot a 
By States. 2,191 | 82 | 2, 273 | 80 | 2, 579 | 80 | 2, 646 78 | 3, 113 | 79 
By Federal Govern- | | | 
ment.......-..- 485 | 18 583 20 | 632 | 20 | 738 | 22 847 | 21 
ite sii dal ——| ———} | Jest achio baat os 


Celeb... | 2,676 | 100 | 2,856) 100| 3,211 | 100| 3,384) 100) 3,960) 100 
| { | | | | | 





Mr. Micuet. Is it to an appreciable degree? In other words, I have 
heard—I might say in prefacing my remarks, I represent a district 
that probably produces more earth-moving equipment than any other 
in the country—the argument advanced that probably some of the 
slowdown in that industry is due to a substitution, a last-minute sub- 
stitution, by some of the States to participate more in the Federal In- 
terstate System. 

Mr. Turner. I don’t believe that would be true, Mr. Michel, because 
the total volume of highway construction has steadily increased. The 
percentage of Federal participation in that total, of course, has in- 
creased rather drastically, but the overall picture has been steadily 
increasing year by year, and there has been no downturn in the total 
highway construction program since the passage of the 1956 act. 

Mr. Naueuton. Mr. Rothschild, the highway program, of course, 
is probably one of the greatest examples of expenditure of funds for 
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public works in the history of the country, and, of course, the Federal 
Government is putting up 90 percent of the money, but the actual con- 
struction is being supervised primarily by, and carried out by, the 
State governments. 

You have mentioned that you had teams of investigators to check 
into the way that Federal funds are being expended. I wonder if 
you could give us a little more detail on the kind of supervision that 
is exercised over the highway program by the Federal Government ? 

Mr. Roruscuiip. Well, Mr. Dounsél, the Bureau has always had an 
auditing process by w hich it determines that certain payments are or 
are not due a State, and there are certain requirements that every re- 
quest for reimbursement be signed by the proper State officials. That 
has been in existence for many, many years. 

This team investigation that I spoke of a little while ago is in addi- 
tion to that, and was felt to be necessary at a time when the Federal 
share increased from 50 to 90 percent, and that 90 percent 

applies only, as you know, to the Interstate System, the ABC roads 
are still being financed on a 50-50 basis. 

Mr. Naveuton. I was speaking primarily of the interstate program. 
You found it necessary, then, to tighten up on your regulations because 
of the Federal Government spending vast amounts of money on a 
90 to 10 ratio? 

Mr. Roruscuitp. We felt the temptations might have been greater 
on a 90-percent basis than they were on a 50-50; yes, sir. 

Mr. Navucuton. What kinds of difficulties have you found in carry- 
ing out this program in the various States, both in the nature of ir- 
regularities and also in the nature of perhaps just administrative dif- 
ficulties, or complaints by the people who na property in the path 
of the planned highway ¢ 

Mr. Roruscuitp. Well, on the administrative side, the fact that we 
went from a relatively small program to a huge one of course imposed 
the usual difficulties of expanding one’s staff, and streamlining one’s 
operations to this larger concept, and that I think the Bureau has 
done very well on. 

Also I think the State highway departments have done a remark- 
able job in absorbing that hugh increase. 

As to complaints from people who have had property taken, it is 
an unfortunate concomitant of progress. You always, it seems to 
me, discommode someone somewhere along the line to furnish a facil- 
ity to him which will be of benefit to a great many people. However, 
every person whose property becomes a part of a right-of-way is, 
under our Constitution, of course, entitled to receive adequate con- 
sideration therefor, and has the privilege of stating his case before 
a court < he doesn’t wish to accept the findings of a lower body. 

Mr. Naveutron. I wonder if you could submit, not necessarily for 
the record, but for the information of the committee, what you con- 
sider to be the outstanding examples, or the major difficulties that 
you have encountered in this program, first, in the nature of irregu- 
larities in the programs—I think there have been at least 1 or 2 
States in which there have been some outstanding examples of irregu- 
larities, and, secondly, outstanding examples of administrative diffi- 
culties. 

Mr. Rornscuimp. I would be happy to do so. 

32370—59 —3 
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(The information is as follows :) 


IRREGULARITIES IN ADMINISTRATION OF HIGHWAY PROGRAMS 


The irregularities which have arisen in the current administration of the 
Federal-aid highway programs fall generally into two categories. The first, 
and up to now the most important, as well as vexing, type of irregularity noted, 
has arisen in connection with the acquisition of rights-of-way under State 
procedures with Federal contribution of a share of the cost. 

The outstanding example of this type of problem has been the widely pub- 
licized Indiana matter. This situation was touched off in January of last 
year when the Bureau received information that the wife of an employee of the 
right-of-way bureau of the State highway department had acquired certain land 
in the path of a projected Interstate Highway. On learning this, Public Roads 
advised the State highway department that there would be no participation by 
the Federal Government on the highway in question until further notice, and 
there would be no participation on projects as to which appraisals had been 
made by the suspect employee. 

Following this action, evidence of further apparent irregularities in regard 
to acquisition of right-of-way for Federal-aid highways in Indiana came to the 
attention of the Bureau. At this point the Federal Highway Administrator 
concluded that further Federal participation of right-of-way for Indiana should 
be suspended at least until review of the matters in question could be made. 
On April 15, 1957, the State was so notified. 

In addition, on April 30, 1957, the Federal Highway Administrator wrote to 
Mr. John Peters, chairman of the Indiana State Highway Department, as follows 
with respect to corrective action to be taken by the State: 

“The Bureau of Public Roads believes it desirable that the situation as to 
right-of-way for Federal-aid projects in Indiana be clarified as soon as possible 
in order that highway construction can proceed at an accelerated pace in 
Indiana as intended in the Federal-Aid Highway Act of 1956. Accordingly, 
the present suspension of right-of-way reimbursements to Indiana will be lifted 
upon two conditions: 

(1) The submission by the Indiana State Highway Department of the 
information requested by the above-referenced December 31, 1956, memorandum 
and appropriate action taken thereon by the bureau. 

“(2) The submission by the State for final audit, and appropriate action by 
this Bureau, of supporting data relating to all properties acquired as of April 
80, 1957, for projects on which you are claiming Federal aid for right-of-way. 
This information should be submitted promptly. If the Indiana State Highway 
Department does not desire to submit, or is unable to submit this data, you may 
so advise this Bureau and the funds now allocated and partial progress pay- 
ments paid on such projects for rights-of-way will be credited to the Federal 
share on other projects. Until the present situation is resolved, I have directed 
that the total amount of Federal-aid funds of all categories due Indiana as 
reimbursements for work accomplished under outstanding project agreements 
shall be maintained at a level at least equal to the amounts of the partial prog- 
ress payments already made toward the Federal share of the cost of right- 
of-way acquisition in Indiana. 

“Our objectives in this difficult situation are (1) to insure that Federal 
funds are expended in accordance with law, and (2) to insure that the high- 
way program is progressed as contemplated by the Federal-Aid Highway Acts. 
I am sure that I can count on your full cooperation in the attainment of these 
objectives.” 

As a result of this action, revised right-of-way procedures were developed by 
the State and these new procedures, designed to correct previous deficiencies, 
were approved by Public Roads last June. New acquisitions under these 
revised procedures are being processed in accordance with standard bureau 
practices. 

Claims by the State for reimbursement for properties acquired prior to 
April 30, 1957, are being processed under an audit review developed in coop- 
eration with the General Accounting Office. This procedure will permit no 
payment for any of this previously acquired right-of-way until after auditors 
from the General Accounting Office have reviewed the audit made by the Bureau 
of Public Roads. 
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An example of a different sort may be cited in the case of certain allegations 
which were brought to the attention of the parent committee of this subcom- 
mittee, the Committee on Government Operations, with regard to activities in 
the State of Iowa. 

In this case Public Roads was asked by the committee to investigate certain 
allegations made respecting various aspects of the highway program in that 
State. An immediate and comprehensive investigation was conducted by the 
Bureau’s Project Examination Division, referred to below, and the results 
transmitted to the committee, the final report on the matter bearing date of 
March 28, 1958. It is assumed that copies of the reports are available for the 
inspection of the members of this subcommittee. 

This investigation revealed that while grounds existed for looking into certain 
aspects of the program, the reasonableness and propriety of the transactions 
themselves could not be questioned. 

Two more recent right-of-way situations involving apparent irregularities 
might be brought to the attention of the subcommittee at this time. 

In Arizona the chief right-of-way agent for the State was charged on Novem- 
ber 14, 1957, with causing a State warrant for right-of-way to be issued in the 
name of a fictitious person and converting the amount of the warrant, $8,700, 
to his own use. This incident, besides serving as the subject matter of the 
State criminal proceedings, is also under investigation by the Bureau of Public 
Roads. 

Still more recently, one of the right-of-way agents for the State of Oregon 
was arrested on a charge of soliciting and accepting a bribe in connection with 
the purchase of property for a Federal-aid project. This individual allegedly 
offered the property owner the opportunity to obtain a higher price from the 
State provided the owner would then share the additional amount with the State 
agent. 

In connection with these last two incidents, immediate action was taken by 
the Bureau of Public Roads to withhold Federal reimbursement to the extent 
necessary to protect the Federal interest. In addition a thorough investigation 
of all right-of-way transactions with which the suspected individuals were 
involved and on which Federal funds were, or are to be, expended. 

The second area where irregularities may occur is in the actual construction 
phases of the work. The only case of this type that has come to the attention of 
Public Roads occurred recently in Arkansas. The matter involved false certifica- 
tion of the quantity of materials delivered to the project. Asa result of inves- 
tigation of the case, a subcontractor on the project and a resident engineer 
employed by the State highway department were sentenced to 30 months impris- 
onment. Prosecution was instituted in this case under section 18 of the Federal- 
Aid Highway Act of 1958 (68 Stat. 70). 

Prosecutions of this type are conducted by the United States Department of 
Justice in accordance with their usual procedures. The Bureau of Public Roads 
has created a Project Examination Division whose function is not only to assist 
in the investigation of matters such as those described above, but also to act as 
a watchdog for any irregularities in the highway program and to provide a con- 
tinuing internal review of the operations of the Bureau’s field offices and an 
examination of State activities involving the application of Federal funds. 


STATEMENT FOR GOVERNMENT OPERATIONS COMMITTEE Re MAJor CONSIDERATIONS 


IN GETTING EXPANDED PROGRAM UNDER WAY (OFFICE OF ADMINISTRATION 
ONLY) 


Actions were initiated promptly after passage of the Federal-Aid Highway 
Act of 1956 to get the huge new program underway and to accelerate its progress. 
A general plan of reorganization for the Washington headquarters and field 
offices of the Bureau of Public Roads was accomplished to provide for more 
efficient administration of the program, and additional responsibility and author- 
ity were delegated to field offices to provide for further streamlining of operations. 
Ambitious but realistic goals were established for the States to reach in initiating 
and carrying out the program authorized by the Federal legislation. 

Greater activity and increased participation in acquisition of rights-of-way 
required the establishment of a separate division to handle administrative and 
engineering aspects of right-of-way matters. Still another organizational unit 
was established to carry on developmental work including application of elec- 
tronic data processing procedures to highway engineering computations. An 
electronic computer was orderd and a branch was established to provide elec- 
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tronic and electromechanical data processing services for application to public 
roads procedures and mass data problems. Increased emphasis was given to the 
development of photogrammetric processes and their application to highway 
engineering operations. 

The need for more effective personnel administration was met by strengthen- 
ing the personnel organization in the fields of classification, employee utiliza- 
tion, and training, and through improved recruitment, placement, and training 
techniques. Recruitment activities were intensified in an effort to alleviate 
engineer shortages and to meet increased requirements for appraisers and 
auditors to handle the expanded program. 

Decentralization of accounting and disbursement functions was accomplished 
for better fiscal control at operating levels and as a means of avoiding delays 
in reimbursing the States to enable them in turn to meet their obligations to 
contractors. 

A coded system of administrative memorandums and of policy and procedure 
memorandums was established to clarify and implement the provisions of Federal- 
aid highway legislation. This system provides a simple and efficient method of 
promulgating Bureau policies and procedures and provides the State highway 
departments with authoritative and reliable information. 

With the completion of the Interstate System authorized under a greatly ex- 
panded program, and with the Federal share of the cost of interstate improve- 
ments increased to 90 percent, it was recognized that utmost vigilance would be 
required in insuring that Federal funds are expended properly and judiciously. 
Consequently, a Project Examination Division was established in the Bureau 
of Public Roads to audit and spot check both Public Roads and State operations 
in all aspects of the Federal-aid program including engineering, construction, 
and right-of-way acquisition. The Division determines that operations are con- 
ducted in compliance with established policies and procedures, and makes recom- 
mendations for correction of deficiencies, changes in procedures, and improve- 
ment of operations. 


ADMINISTRATIVE DIFFICULTIES IN ACQUISITION OF RIGHT-OF-WAY 


Some difficulties are being encountered by a number of States in acquiring 
right-of-way, including control of access. Such difficulties usually are the result 
of unfavorable State law of an absence of, or deficiency in, existing State law on 
the subject. 

In the final analysis, the Federal-Aid Highway Act of 1956, as it now stands, 
contains the machinery for overcoming such situations through the exercise of 
Federal acquisition powers provided by section 109 of the act. 

Section 109 contains machinery for overcoming many of the difficulties which 
States may have in obtaining necessary right-of-way required for the Interstate 
System. The States’ difficulties could be based on one or more of the following: 

(a) Inability of a State to acquire required control of access as noted 
above because of unfavorable laws or an absence of or deficiency in existing 
laws. 

(6) Temporary and uncontrollable inadequacy or understaffing of the 
State’s right-of-way organization to handle the required acquisitions. 

(¢) Inability of States to obtain possession of land or possession soon 
enough to meet project requirements. This is caused by constitutional and 
legislative requirements that “just compensation” be paid before the State 
can take possession of necessary rights-of-way. Under the usual backlog of 
cases in State courts, this can involve delays of more than 1 or 2 years. 

Section 109 was included as an emergency measure to obviate undue delay 
in the construction of the Interstate System. The section authorizes the Federal 
Highway Administrator to acquire and take possession of land by purchase, 
donating, condemnation or otherwise, at the request of the State, where he de- 
termines that the State cannot acquire the land or cannot acquire it with suffi- 
cient promptness to meet construction programs. For example, Federal con- 
demnation suits have been instituted at the request of five States, they being 
Illinois, Idaho, Maryland, South Dakota, and Washington. 

However, as the result of a recent court decision, Illinois can now obtain 
early possession of right-of-way and will have no further need for the Federal 
procedure. 


On the other hand, available data in the laws of 13 other States indicate 
a possible need for Federal assistance in the future. 
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MAXIMUM WEIGHT AND WiptTH LIMITATIONS: SECTION 108 (J) OF THE FEDERAL- 
Arp Hienway Act or 1956 


Section 108 (j) provides: 

“No funds authorized to be appropriated for any fiscal year by this section 
shall be apportioned to any State within boundaries of which the Interstate 
System may lawfully be used by vehicles with weight in excess of 18,000 pounds 
carried on any one axle, or with a tandem-axle weight in excess of 32,000 pounds, 
or with an overall gross weight in excess of 73,280 pounds, or with a width in 
excess of 96 inches, or the corresponding maximum weights or maximum widths 
permitted for vehicles using the public highways of such State under laws or 
regulations established by appropriate State authority in effect on July 1, 
1956, whichever is the greater. Any amount which is withheld from apportion- 
ment to any State pursuant to the foregoing provisions shall lapse: Provided, 
however, That nothing herein shall be construed to deny apportionment to 
any State allowing the operation within such State on any vehicles or combina- 
tions thereof that could be lawfully operated within such State on July 1, 
1956.” 

All bills being considered by State legislatures on this matter and all re- 
cently enacted statutes which purport to change a State’s law relating to size 
and weight of vehicles are carefully scrutinized by the Bureau of Public Roads 
in order to forestall any need to withhold any apportionments by reason of 
conflict between State law and the provisions of section 108 (j). By reason 
of this general review and a special review of State legislation on this subject 
made immediately preceding the apportionment of funds authorized to be appro- 
priated for the Interstate System, we have been able to suggest changes in 
proposals being considered by State legislatures or have recommended corrective 
legislation. 

Some examples of the instances in which this provision of law was involved 
are as follows: 

1. In Ohio, pursuant to request from the State, a review was made of a 
bill which had been presented for gubernatorial action and which would 
have permitted the operation of vehicles having a width of 10 feet. The 
Governor was advised that if the bill became law Ohio’s apportionment of 
Interstate System funds would be put in jeopardy. 

2. In Wisconsin, a bill became law which authorized the operation of 
vehicles of width in excess of those provided for under section 108 (j). The 
State highway department was informed of the situation and corrective 
legislation was enacted. 

3. In South Carolina, our preapportionment review indicated that regula- 
tions issued subsequent to July 1, 1956, were in direct conflict with the pro- 

visions of Federal law. This matter was brought to the attention of the 
South Carolina highway commissioner and the regulations were promptly 
revised to conform with the provisions of section 108 (j). 

More recently, we have had the occasion to consider the State legislation in 
Delaware, which raised the question of when vehicles of dimensions in excess of 
those provided for under section 108 (j) could be used in the construction of 
portions of the Interstate System. 

As a result of our continuing review and the willing cooperation of State high- 
way officials, there has been no need to withhold any apportionment of funds 
authorized to be appropriated for the Interstate System. 


REIMBURSEMENTS FOR THE COST OF RELOCATING UTILITY FACILITIES 
SECTION 111 OF THE FEDERAL-AID HIGHWAY Act OF 1956 


Section 111 provides: 

“(a) AVAILIBILITY OF FEDERAL FUNDS FOR REIMBURSEMENT TO STATES.—Subject 
to the conditions contained in this section, whenever a State shall pay for the cost 
of relocation of utility facilities necessitated by the construction of a project on 
the Federal-aid primary or secondary systems or on the Interstate System, 
including extensions thereof within urban areas, Federal funds may be used to 
reimburse the State for such cost in the same proportion as Federal funds are 
expended on the project: Provided, That Federal funds shall not be apportioned 
to the States under this section when the payment to the utility violates the law 
of the State or violates a legal contract between the utility and the State. 

“(b) Utiniry peEFINED.—For the purpose of this section, the term ‘utility’ shall 
include publicly, privately, and cooperatively owned utilities. 
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“*(c) Cost OF RELOCATION DEFINED.—For the purpose of this section, the term 
‘cost of relocation’ shall include the entire amount paid by such utility properly 
attributable to such relocation after deducting therefrom any increase in the 
value of the new facility and any salvage value derived from the old facility.” 

A number of States have enacted legislation to take advantage of the avail- 
ability of Federal funds for the purpose of reimbursing for the cost of relocat- 
ing utility facilities. In view of the fact that most of these relocation laws 
require a payment only in cases involving a project on the Interstate System, 
it has become necessary to carefully examine such laws in order to insure that 
these laws and the State’s procedures under them provide ample protection of 
the Federal interest. In one instance a State considered passing a statute which 
would authorize the payment of the cost of utility relocation in order to receive 
the Federal share thereof, but which would have required the utility to con- 
tribute that part of the cost of relocation not covered by Federal participation. 
More recently we have been asked to review a city-State agreement concerning 
utility relocation in which the city agrees that either it or the publicly owned 
utility involved will reimburse the State for the 10 percent not covered by Federal 
payment. 

Legislation on the subject at the State level during the 1957 legislative session 
has caused much concern among State highway and legal officials. The current 
trend of legislation marks a complete reversal of the prior existing law and the 
common law relating to the right of utilities located in publicly owned rights-of- 
way to reimbursement for relocations required by reason of highway construc- 
tion. As a direct result of this, suits have been instituted in a number of States 
to determine the constitutionality of such laws. 

The Bureau of Public Roads has kept a continuing record of the actions being 
taken by the State legislatures on this matter. 


APPLICATION OF PREVAILING WAGE RATES 
SECTION 115, FEDERAL-AID HIGHWAY ACT OF 1956 


The extension, for the first time, of federally determined prevailing wage rates 
into the Federal-aid highway field brought about by enactment of section 115 (a) 
of the Federal-Aid Highway Act of 1956 making such wage rates applicable on 
Interstate System projects developed, in its course, administrative problems of 
an interpretive, informative, and a compliance nature. 

Under the present Department of Labor practice, each of its wage-rate determi- 
nations is effective for only 90 days from the date of the determination. A con- 
tract on the project for which the determination was made must be awarded 
within such 90-day period. Otherwise a second request for a determination must 
be made and a new determination issued. On Interstate System projects the 
State sometimes cannot award a contract within such 90-day period because of 
unforeseeable right-of-way complications or other unanticipated difficulties aris- 
ing under State laws and practices. Although the Department of Labor has 
cooperated in alleviating this situation to some degree by extending the validity 
of a particular determination for a short period upon request on an individual- 
project basis, the Department of Labor has required that any upward wage-rate 
revisions in craft classifications be included in the extended determination which 
necessitates, at additional effort, the obtaining of the low bidder’s acquiescence 
in such upward revision. 

Another problem arises when a State questions the propriety of certain wage 
rates determined by the Department of Labor. As an example, one State is cur- 
rently protesting a Department of Labor prevailing-wage determination, alleging 
that higher urban rates have been projected into a rural area where lower wage 
rates are, in fact, being paid. 

A continuing enforcement problem is that of performing the function imposed 
by section 115 (a) of the 1956 act upon the Secretary of Commerce to insure that 
the predetermined prevailing wage rates are, in fact, paid on Interstate System 
projects. To carry out this function, a labor compliance officer has been ap- 
pointed in the Washington office to give overall direction to the program, and field 
compliance officers have been appointed in each regional and division office. Con- 
ferences have been held in Washington and in the field offices to establish and 
standardize procedure for carrying out the enforcement function. 
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Pusitic HEARINGS, SECTION 116 (c) OF THE FEDERAL-AID HiGHway Aot or 1956 


Section 116 (c) provides: 

“Any State highway department which submits plans for a Federal-aid high- 
way project involving the bypassing of, or going through, any city, town, or 
village, either incorporated or unincorporated, shall certify to the Commissioner 
of Public Roads that it has had public hearings, or has afforded the opportunity 
for such hearings, and has considered the economic effects of such a location: 
Provided, That, if such hearings have been held, a copy of the transcript of said 
hearings shall be submitted to the Commissioner of Public Roads, together with 
the certification.” 

The responsibility for holding public hearings rests with the State highway 
departments. While the Bureau does not actively engage in the public hearings, 
it is responsible for review. It has been the objective of the Bureau to insure 
that hearings be held after preliminary investigations have been made and pre- 
liminary plans drawn so that the public can be properly informed, but before 
detailed construction plans for a particular project have been drawn. 

The major problem encountered with respect to public hearings arises when 
State officials cannot agree with local officials and local interest groups regarding 
the most desirable location and the effect of the highway on the local economy. 
States perform their functions fully in this area properly and conform to the 
requirements of the law ; however, there is a basic misunderstanding on the part 
of those affected by new highway locations as to their rights in this matter. 
Most of the objectors feel that their objections alone are sufficient grounds on 
which to require a change in the proposed highway plans. Another significant 
problem is caused by the fact that the provision in the 1956 act does not establish 
adequate standards by which to carry out the administration of its terms. In 
this category falls the problem of what constitutes a public hearing. 

The Bureau has developed a set of procedures on this subject which it believes 
will insure that the intent of Congress is attained in the most practical way. 


Mr. Micuet. How many additional personnel on the Bureau of 
Public Roads would you say had to be employed since enactment 
of the Federal program ? 

Mr. Roruscuitp. I would say too few additional, Mr. Michel. 

Mr. Micuet. Well, I would be curious as to the numbers because I 
know I certainly have burdened your office down there with those 
voluminous petitions from every farmer whose back 40 gets cut off 
from the front one, and so forth, and I would just be kind of curious 
to know what the additional load has been down there upon you folks 
because of our having to intercede as a matter of courtesy for our many 
constituents. 

Mr. Rornscuiww. We got 15 additional supergrade jobs for this 
program. How many total personnel have we had ? 

Mr. Turner. We had budget approvals for 300 additional people out 
. a total employment at the present time of 4,085 people here and 
abroad. 

Mr. Micuet. The Interstate System was devised and conceived to 
be paid for on a pay-as-you-go basis. How much is there in the trust 
fund at this nartdeglin oint ? 

Mr. Roruscnivp. All of the money in the trust fund has been ap- 
portioned to the States, Mr. Michel. 

Mr. Micuet. It has already been apportioned to the States? 

Mr. Roruscuiip. Yes, and we are now waiting for the trust fund 
to get a sufficient amount coming to it so that we can make the next 
apportionment, the 1960 apportionment. 

Mr. Micuet. Is it your feeling that there are sufficient people in 
the field and the States have advanced themselves sufficiently to allow 


for a speed up if Congress simply appropriated an additional bundle 
of money ? 
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Mr. RoruscuiLp. We are recommending that the provisions of the 
Byrd amendment, which limit the expenditures, limit the apportion- 
ments, in spite of a higher rate of authorization to those moneys re- 
ceived by the trust fund, we are proposing that that amendment be 
set aside for 3 years so that apportionments can be made on the fully 
authorized basis, and we have no doubt that the money can be con- 
verted into highways if it is available. 

Mr. May. In other words, there is an increased need for money to 
the States even though the apportioned money hasn’t been programed 
for in some cases, nor used ? 

Mr. Roruscuitp. Well, some States are not only up to their appor- 
tioned money, but a little ahead. Some States are on schedule, some 
are a little behind. I think they are 8 ahead, 8 behind, and the rest 
are on schedule. 

Those which are behind will unquestionably be catching up. There 
have been some local situations by which they have gotten behind. 
They will be catching up. We have no doubt but if more money were 
available, more miles of highway could be built. 

Mr. Founrarn. Mr. Rothschild, getting to airports, is it your feel- 
ing that the present method of appropriating Federal funds for air- 
port construction permits adequate planning by local authorities? 

Mr. Roruscuinp. Yes, I think if Federal funds are to be involved, 
the idea of having them available for a term of years makes that a 
sible, Mr. Chairman. Prior to the present authorization, all author- 
izations were on an annual basis, and that made planning reasonably 
difficult. 

Mr. Fountarn. City officials have testified that the Federal share 
of airport costs is not paid until a final audit of the project has been 
completed. This procedure, they say, creates a strain on local budgets 
since they are forced to encumber funds equal to the total cost of the 
project. Does the CAA have authority to reimburse the cities for 
parts of a project as the work is completed ? 

Mr. Roruscuiip. May I ask Mr. Pyle to answer that? 

Mr. Pyte. Mr. Chairman, I think the answer, although I am sub- 
ject to correction of the Director of Airports who handles this pro- 
gram, I think the answer to this question is that there are certain 
provisions in the act under which this is possible, but this privilege is 
not availed of, to my knowledge. If you don’t mind, Mr. Chairman, 
I would like Mr. Howell to supplement my answer. 

Mr. Fountain. Will you identify yourself for the record. 

Mr. Howe.x. Herbert H. Howell, Director of the Office of Airports, 
CAA. 

The Federal Airport Act provides and permits progress payments 
to be made as work is accomplished. The act also permits advance 
payments to be made up to 90 percent of the total costs of the project, 
but that is a feature of the act which sponsors have never invoked. 
It is true that we do make progress payments up to 90 percent of the 
total cost of a project. No payments over 90 percent are made until 
an audit has been completed because of the determinations which the 
act imposes on the Administrator that must be made before final 
settlement, but it is only in that last 10 percent that there is any ap- 
preciable delay. 
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Mr. Fountain. Are these provisions for progress payments recent 
enactments ? 


Mr. Pytez. No, sir. 


Mr. Founratn. Do you think local officials are aware of the avail- 
ability of these progress payments? You say they haven’t availed 
themselves of them. 

Mr. Howetw. No, Mr. Chairman, what I say is that the act also 
permits advance payments to be made in advance of the completion 
of work, but no community, no airport sponsor has ever availed itself 
of that provision. 

Mr. Roruscump. The question as to whether or not they are aware 
of it, Mr. Chairman, I think could be answered substantially the way 
it was in the highway field. We get out a great big fat book of in- 
structions, and so on, and we get it out to every possible sponsor in 
the United States, and it is quite obvious they don’t rate it. 

Mr. Fountarn. I think it might be well for us to call to your atten- 


tion at a subsequent time the specific testimony on this subject so that 
you might study it. 


Mr. Roruscuitp. We would like to have it. 

Mr. Pye. I would very much like to have it, Mr. Chairman. I 
think, so that there is no misunderstanding in the minds of the com- 
mittee, the progress payment procedure is used, and the point Mr. 
Howell was making is that advance payment procedure has never 
been invoked. 

Mr. Founrarn. I assume an effort is made to speed up the final 
audit in order to facilitate the payment of the entire Federal share? 

Mr. Pytr. Very definitely. 

Mr. Fountain. It has been brought to the subcommittee’s attention 
that the recapture clause required in airport agreements makes it 
difficult for local authorities to issue revenue bonds. The recapture 
clause, it was said, is unnecessary since recapture would be possible 
without it in any emergency. Some dissatisfaction was also expressed 
over the use of civilian fields by military planes. 

You indicated in your statement, Mr. Rothschild, that your De- 
partment is studying the problem raised by the recapture clause. 
Would you, or Mr. Pyle, comment on the use of civilian fields by 
military planes ? 

Mr. Roruscuiip. Yes, sir; I would be glad to. This is another 
problem that there may not be a wholly satisfactory answer for, Mr. 
Chairman. 

There are many communities in the country which could not justify 
the use of a large and modern airport on the basis of solely civil use, 
and in those instances the justification has been found by permitting 
the use of that field to some extent by the military. 

Well, that works fine for a few years, and then the civil use steps 
up or the base commander, or the military commander, has an argu- 
ment with the airport manager, and things don’t work out as antici- 
pated; so as communities grow, and as the need for accommodating 
more air service grows, it has been necessary in some places to pro- 
vide airfields solely for civil use, and other airfields solely for military 
use. 

Over the next few years I am sure that the air industry will continue 
to grow as phenomenally as it has in the past, and we anticipate that 
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problems of this nature will continue to come up, and it will be neces- 
sary to invest more money in terminal facilities in cities. 

We are having that problem right here in Washington, you know. 
We are just in the process of acquiring enough land for a second civil 
airport here in Washington, and our present Washington National 
is to a modest extent used by the military here, too, so the same thing 
exists all over. This is a product of growth, Mr. Chairman. 

Mr. Fountain. A number of local officials apparently have the feel- 
ing that field personnel don’t have sufficient authority in connection 
with airports. They recommended that the CAA delegate more au- 
thority to its field offices, and that it further streamline its adminis- 
trative procedures to expedite project approvals. 

Would you care to comment on that suggestion / 

Mr. Roruscuitp. Mr. Howell, I think, could answer that. 

Mr. Howext. As was indicated in the Secretary’s testimony, we are 
constantly looking for ways to improve our performance. We have 
increased field delegation of responsibility. We have increased au- 
thority that has been delegated to our field people. Once approval 
is given to the allocation of funds in Washington full responsibility 
is vested in our field forces. We operate through 4 regional and 24 
district offices. Project approvals are made in the regional office on 
the basis of plans and specifications prepared by and submitted by 
individual sponsors. Once that approval is given in the regional 
office, and a definite grant agreement has been entered into, the day- 
to-day details, unless they are major in nature, can be handled by our 
district forces. There has been improvement in the last 2 years, in 
particular, in this area. 

Mr. Pyte. Mr. Chairman, I would like to add to what. Mr. Howell 
says, because I think it is an important point we must consider in 
the proper administration of these funds. I am sure that some peo- 
ple, municipal, county, and others, feel we are unduly restrictive in 
the manner in which we administer these programs; but they fail to 
realize that we have real responsibilities in this area, responsibilities 
of coordination in construction of an airport as to the safety features 
involved, necessary clearances for land, the types of construction, ade- 
quate drainage, and a lot of things peculiar to the aviation respon- 
sibility which it sometimes becomes difficult for them to appreciate. 

Whereas we are interested in doing it as fast as we possibly can, 
we are concerned that they be properly coordinated and that the proj- 
ect be a good one from every standpoint, from the standpoint of the 
user of the airport as well as the community it serves. 

Mr. Founratn. You feel your field personnel have ample authority 
to make decisions in connection with these matters? 

Mr. Pye. Yes; but there is a coordination requirement from the 
technical standpoint that we must follow where we end up with a 
program that might have serious safety implications. 

Mr. Founrarn. Do you think that coordination requirements re- 
sults in any unnecessary delay of projects? 

Mr. Pye. No; and if it does we will be right on top of it, because 
we will not permit it. 

Mr. Fountarn. What is the feeling of the CAA with respect to the 
development of airports on a regional basis? I assume that would 
depend on the individual case to some extent. 
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Mr. Roruscuip. We would like to see more of that, Mr. Chair- 
man. There are possibilities of developing regional airports in a 
number of places. The difficulty, however, is that this 1s a small 
blow to local pride, and where 4, 5, or 6 smaller communities could 
get together and build a central airport which would be a big, good, 
fine one, they, too often, would rather have a smaller and less ade- 
quate one, but it belongs to them. 

Mr. Founrarn. I know we have had that problem down in my sec- 
tion of eastern North Carolina, with competition between towns. 

Mr. Roruscuiup. Mr. Bonner tried to work one out in his district 
and they wouldn’t have any part of it. 

Mr. Fountain. I assume your agency has, in view of the statement 
you just made, taken action to stimulate regional airport development 
where you think it is advisable and practicable? 

Mr. Roruscuinp. Yes; but most of the time it is not very happily 
received. 

Mr. Fountain. Mr. May. 

Mr. May. I have no further questions. 

Mr. Fountain. Are there questions by members of the staff ? 

Mr. Goupperae. No, sir. 

Mr. Founrarn. Mr. Naughton ? 

Mr. Navueuron. No, sir. 

Mr. Roruscnip. Would you like me to say a word about the mer- 
chant marine? 

Mr. Fountain. Yes. 

Mr. Roruscuivp. The total grant-in-aid program amounts to 
$660,000 in the current budget. This goes to four States—Maine, 
Massachusetts, New York, and California. It goes to them because 
they have merchant marine academies, and this money provides for 
reimbursement to those States for the cost of educating students who 
come from other States than those in which the academies are located. 
It provides for the upkeep and maintenance of a ship which they use 
as part of their training, and for some other purposes, but it works 
out to about $165,000 average per State, and provides the means by 
which these States can improve the nature of their academies. 

Mr. Founrarn. Thank you, Mr. Rothschild. I don’t think we had 
any comments or observations in that field during the course of our 
hearings. 

Mr. Roruscri. I think the States are pretty happy. 

Mr. Fountain. I want to thank you all for coming up. We, of 
course, realize that many of these subjects come within ‘the legislative 
jurisdiction of other committees, but you understand the purpose of 
our hearing. We thought this one of the best ways of bringing to 
your attention these comments, observations, and criticisms received 
during the course of our hearings for such consideration as you feel 
is advisable. 

We have referred, generally, to the comments and suggestions of 
State and local offici als, but we will make available to you copies of 
the complete testimony of each of these witnesses. We would like 
to have you study this material and, at some future date, advise us of 
any further comments you might have concerning it. 

We appreciate very much your taking the time to come and testify 
before our committee. 
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Mr. Roruscump. Thank you very much, Mr. Chairman. We ap- 
preciate the opportunity to be here. 

Mr. Founrarn. I have one further question relating to the point 
as to whether the 90-10 sharing arrangement is best. Has the cost of 
constructing the interstate highway exceeded original estimates? 

Mr. Roruscump. Oh, yes. 

Mr. Fountarn. By how much? 

Mr. Roruscump. Thirty-seven percent. 

Mr. Fountarn. Thank you very much. The committee stands in 
recess until the call of the chairman. 

(Whereupon, at 12 noon, the committee adjourned.) 
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THURSDAY, MARCH 27, 1958 


House or REPRESENTATIVES, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE, 
Washington, D. C. 

The subcommittee met at 10 a. m., in room 1501, New House Office 
Building, Hon. L. H. Fountain, chairman of the subcommittee, pre- 
siding. 

Present: Representatives Fountain, Dwyer, Michel, and May. 

Also present: James R. Naughton, counsel, and Dr. Delphis C. 
Goldberg, professional staff member. 

Mr. Fountain. The committee will come to order. 

Let the record show that a quorum is present and several other 
members of the committee are on their way. 

Without repeating the lengthy opening statement which I made 
yesterday, I would like to clarify the purpose of our hearing this 
morning. 

Under the Legislative Reorganization Act of 1946, the Committee 
on Government Operations has the duty of studying intergovern- 
mental relationships between the United States and the States and 
municipalities, and that responsibility has been delegated to this sub- 
committee. 

The subcommittee’s activities in the field of intergovernmental re- 
lations have been planned with two objectives in mind: First, to 
carry out its general responsibility for studying Federal-State-local 
relations, with particular emphasis on grant-in-aid programs, and, 
second, to evaluate the recommendations of the Kestnbaum Commis- 
sion, and to ascertain what action is being and should be taken con- 
cerning those recommendations. 

The present hearings represent the final stage in the subcommittee’s 
current study of this subject. These hearings have been arranged 
to examine the functioning of the Federal-State-local programs, using 
as background information the views previously expressed by Federal 
officials in response to the subcommittee’s 1956 questionnaire and the 
data collected from State and local officials by questionnaire and in 
regional hearings. Upon completion of these hearings, the committee 
will prepare a report on its findings. 

In general, the subcommittee is seeking evidence bearing on two 
types of problems: (1) Whether the existing division of responsi- 
bility between national and other levels of government is proper and 
satisfactory, and (2) whether and by what means intergovernmental 
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cooperation can be improved in the grant-in-aid programs and their 
operation made more efficient and more economical. 

This morning the committee will hear from representatives of the 
Department of Agriculture. 

ur first witness will be Mr. E. L. Peterson, Assistant Secretary of 

Agriculture. 

Mr. Peterson, we are very glad to have you with us. I believe you 
have a prepared statement, which we will be pleased to hear at this 
time. 


STATEMENT OF E. L. PETERSON, ASSISTANT SECRETARY, DEPART- 
MENT OF AGRICULTURE; ACCOMPANIED BY ORIS V. WELLS, 
ADMINISTRATOR, AGRICULTURAL MARKETING SERVICE; AND 
HOWARD P. DAVIS, DEPUTY DIRECTOR, FOOD DISTRIBUTION 
DIVISION, AGRICULTURAL MARKETING SERVICE 


Mr. Pererson. Mr. Chairman, with your permission, I might pref- 
ace my prepared statement by saying it represents in considerable 
measure a condensation of extensive material which has been pre- 
pared by the Department’s staff, based largely upon our earlier 
comment with respect to the Kestnbaum Commission report. We have 
not included a great deal of detail regarding the individual program 
operations, but do have members of our staff, either administrators or 
assistant administrators, here to respond so far as you may wish, to 
questions concerning program operating details. 

We, of course, regard this subject matter as being of very high im- 
portance. Services being rendered by all levels of government, as I 
think all of us appreciate, are growing in complexity, size, scope, and 
extent, and that includes those for which we have responsibility in 
the Department of Agriculture. 

We certainly hope to be able to respond to you and the members of 
your committee as fully as you wish, or to supplement our testimony 
with any prepared documents or other information which we can se- 
cure for you which will be helpful to you in the evaluation of the pro- 
gram operations that we have. 

I should say generally that the existing division of responsibilities 
between the Department of Agriculture, representing the Federal Gov- 
ernment, and the State and local units with which we cooperate are 
satisfactory. 

The intergovernmental relations, however, are not static, and we 
would anticipate that over time and with experience, and as the needs 
and wishes of the people for the curtailment or extension of these par- 
ticular services occur, that modifications in accordance with public 
opinion would take place over time as they have in the past. 

I might observe that with respect to soil conservation, for example, 
this started out entirely as a Federal program some 20 years ago. The 
interest of State and local government has developed with respect to 
this program to the point now where about $25 million of State, local, 
and private funds are going into this program in addition to the some 
$72 million of program operation funds made available by the Federal 
Government. 
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In the new areas of endeavor we are finding that the States gener- 
ally are increasingly expressing interest in responding to their respon- 
sibilities so far as they feel they can. 

I think the response differs — the States, largely predicated 
upon what they believe their financial ability is to respond to the ex- 
pressed wishes of their own people. 

The prepared statement which I will go into now we think affords 
at least a basis for opening up this discussion, Mr. Chairman. 

I am happy to respond cai elit of the Department of Agricul- 
ture to the request of the committee to discuss with you some aspects 
of Federal-State-local governmental relations, and, more particu- 
larly, the grant-in-aid programs administered by the Department 
of Agriculture. 

As our Nation has grown and developed, all levels of government 
have likewise grown and developed. The growth of government has 
not been proportionately equal between the several levels. Problems 
of such public significance as to induce participation by government 
in their solution or alleviation arise, are resolved, and new ones gen- 
erate, 

Government is a vital, living, and dynamic instrument which regu- 
lates, influences, and, in various manners, participates in the social 
and economic progress of our Nation and of its several parts—the 
States and their subparts. 

The relations existing between the several governmental entities— 
Federal, State, and local—likewise are not static. Arrangements 
within our constitutional framework are arranged and rearranged 
to accommodate the best attainable working together of the several 
levels of government to respond to the expressed needs of our citizens 
as those expressions are translated into public action through the 
appropriate legislative and administrative bodies within the total 
governmental structure. 

Grants-in-aid may be presumed to reflect one such accommodation 
with respect to the general subject areas to which they apply. 

Present grant-in- aid programs administered by the Department of 
Agr iculture are as follows: 

1. Cooperative Extension Service, involving payments to the land- 
grant colleges in each State: This program 1s administered through 
the Federal Extension Service and carried out by the State extension 
service. Grants in the fiscal year 1957 were $47,048,430. 

Research by the State agricultural experiment stations, involv- 
an also payments to the land- -grant colleges in each State: This pro- 
gram is administered through the Department’ s Agricultural Re- 

search Service and carried out by the State agricultural experiment 
stations The grants in 1957 aggregated $28,336,093 

. Marketing service work perfor med on a project basis: The pro- 
gram is administered by the Agricultural Marketing Service and in 
the States carried out typically by departments of agriculture or 
other State agency. Payments in 1957 were $1,160,000. 

might observe that this is a relatively new program. 

School lunch program, involving cash payments to State educa- 
tional institutions: This program is administered by the Agricultural 
Marketing Service and carried out primarily through State depart- 


ments of education and local high schools and grade schools. Cash 
payments in 1957 were $83, 914,673. 
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5. Special milk program, supplementing the school-lunch program 
and aimed to increase the consumption of fluid milk by children of 
school age: This program, too, is directed by the Agricultural Market- 
ing Service and carried out rimarily through State educational agen- 
cies or similar bodies. Federal expenditures approximated $61 mil- 
lion in 1957. 

6. Distribution of surplus agricultural commodities through State 
educational and welfare agencies: The program is administered by the 
Federal Agricultural Marketing Service and carried out by State 
agencies. It involved, in 1957, ‘Federal distribution of commodities 
valued at $236,400,000. 

7. State and private forestry cooperation, involving assistance to 
prevent and suppress forest fires and encourage reforestation and 
good management of woodlands: The program is administered by the 
Forest Service and is carried out through State departments of for- 
estry or similar State agencies. Federal reimbursement to the States 
was $12,174,059 in 1957. 

8. Cooperative undertakings involving Federal-State facilities and 
personnel in a number of programs are jointly financed. These are 
not typical grant-in-aid programs since there is no transfer of funds. 
These activities include careding services, inspection and regulatory 
programs, and natural resource development programs. 

In general, the existing division of program responsibility is satis- 
factory. However, governmental relations are dynamic and subject 
to such adjustments as public opinion and cooperative experience may 
support. 

Now for a brief description of significant administrative actions for 
each of these programs: 


1. PLANS FOR IMPROVEMENT 


Plans for improvement, necessarily, cannot be developed or 
carried out successfully unilaterally. To be successful, plans must 
have the support and understanding by the corresponding unit of 
State government and the general public. Therefore, procedures and 
relationships have been developed to bring about periodic joint ap- 
praisals of the manner in which programs are being administered and 
ways and means to keep the best attainable operating relationships. 


A. FEDERAL EXTENSION SERVICE 


The State extension services and the Department have been jointly 
reviewing the scope of extension program responsibilities. A joint 
committee has recently submitted a report on these responsibilities 
which has been adopted by the land-grant colleges. This report is 
now at the printers. We have available copies which may be inserted 
in the record if you wish, Mr. Chairman. 

The Department and the land-grant colleges constantly review their 
extension relations. Plans are currently being developed to reduce 
the number of program projects and to simplify the administrative 
reporting requirements. More assistance is being provided the State 
extension service in the field of management. This assistance has 
permitted the delegation to the State extension service several manage- 
ment functions, such as penalty mail, Federal group life insurance, 
and Federal space. 
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I can say, without reservation, that the relations of the State exten- 
sion services and the Department have never been better. 


B. AGRICULTURAL RESEARCH 


(1) Research at State agricultural experiment stations: A major 
object of the grant-fund administration is the accomplishment of 
effective coordination between the Federal and State research effort. 
The long-established procedure of administering these grants on the 
basis of ¢ approved research projects continues to offer an effective de- 
vice for accomplishing good coordination and the full exchange of 
information on Federal and State activities in these joint programs. 

The enactment of Public Law 352 of the 84th Congress, which was 
approv ed August 11, 1955, carried out a major recommendation of the 
Commission on Intergov amaaiail Relations in consolidating the 
several authorizations for Federal grants-in-aid into a single author- 
ization. No further legislation is considered necessary at present. 

While Federal support through these grants-in-aid has increased 
significantly during the past 5 years, State support has fully kept pace, 
so that the ratio of State funds to Federal grant funds available for 
support of research at the State experiment stations remains at about 
$3 of State money to $1 of Federal money. This means that, for the 
current fiscal year, some $30 million in Federal grants and approxi- 
mately $90 million of State funds are available for support of this 
research, 

(2) Plant and animal disease prevention and control activities: 
There is close interrelationship between the Federal and State pest 
and animal disease prevention, control, and eradication activities. 
Full exchange of information on Federal and State activities in these 
joint programs has proven an effective means of maintaining very 
satisfactory working relationships. 

Working with the National Association of Commissioners, Secre- 
taries, and Directors of Agriculture, as representatives of the States, 
we have developed criteria for the use of State and Federal resources 
where cooperative programs for plant and animal pest and disease 
control or eradication are undertaken. Federal and State programs 
have been administered satisfactorily under such arrangements. 


C. STATE AND PRIVATE FORESTRY COOPERATION 


Under the Clarke-McNary Act, assistance has been furnished to the 
local States in production of forest-tree seedlings, technical advice to 
woodland owners, and other phases of forest management. This also 
includes financial assistance to better forest-fire protection on 435 
million acres of State and private forest lands located in all but 3 of 
the States. High performance of efficiency in cooperative forest man- 
agement, which is aimed at stimulating better management of all 
private forest lands of the Nation, has been attained thro ugh the close 
working relations of the Department through its Forest Service with 
the State foresters and similar local agencies. 

The Commission on Inter vovernmental Relations recommended 
that assistance to States in the production of forest-tree seedlings un- 
der the Clarke-McNary Act (7 U.S. C. 567) be eliminated and that 
the money now spent on this program be transferred to the coopera- 
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tive forest-management program (assistance to States in furnishing 
technical advice to woodland owners). 

The Department has favored continuation of the present program, 
and expressed the opinion that transferring all funds from this item 
would not be desirable. 


D. AGRICULTURAL MARKETING SERVICE 


Grant-in-aid activities of the Agricultural Marketing Service in- 
clude (a) the national seein program, (6) the donation and 
distribution of surplus agricultural commodities, (¢) payments to 
States for market-service projects, and (d) a special milk program to 
increase consumption of fluid milk. 

The Department has not advocated legislative changes, other than 
a recommendation in the President’s farm program as presented to 
the Congress in January that the special milk program be extended 
for 2 years beyond June 30, 1958. 

The school-lunch program entails working relationships with State 
educational agencies. Cash grants are, by law, matched by funds 
within the State in a 1 to 3 ratio, so that $83,915,000 granted in 1957 
was offset by State and local contributions—in excess of the ratio, 


eo = 


incidentally—of $573,500,000. 

During the past year, a comprehensive review to simplify and in- 
crease the flexibility of applicable rules and regulations has been 
underway. 

Donation of surplus agricultural commodities: Under this grant 
program, the Department provides State agencies with surplus foods 
for distribution to nonprofit school-lunch programs and to needy peo- 
ple in charitable institutions and family units. 

The Department assumes the costs of any necessary processing and 
of transporting the foods to central receiving points within the 
States. State agencies then assume responsibility for all phases of 
intrastate distribution and selection of recipients. 

We have developed highly satisfactory working relationships with 
cooperating State agencies, and continuously encourage the States to 
participate in program planning. 

Special milk program: The purpose of this program is to increase 
fluid milk consumption by children in schools, camps, and other child- 
care institutions. This program is financed by the Commodity Credit 
Corporation under authority of the Agricultural Act of 1954. 

In determining specific methods to be followed in the administering 
of the program, the advice of the school lunch advisers to the Secretary 
and of representatives of the dairy industry was sought. They recom- 
mended following the basic pattern used so successfully under the na- 
tional school lunch program. Insofar as the separate legislative au- 
thorities will permit, the operation and administration of the school 
lunch and special milk programs have been integrated at both the 
State educational agency and school levels. 

When this program was subsequently extended to all nonprofit sum- 
mer camps, orphanages, and other types of child-care institutions late 
in July 1956, the Department continued its policy of delegating re- 
sponsibility for program operations to State agencies. 
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E. LEGISLATION PENDING 


Legislation pending which would affect the Department’s grant-in- 
aid pan and in which the Department concurs, is limited to S. 
3342, which would extend for 3 years the special milk program. The 
current legislation expires on June 30, 1958. 

The Senate passed the bill on March 3, 1958, and it now awaits action 
by the House. No major legislation is otherwise proposed by the 
Department. 


F. UNITED STATES DEPARTMENT OF AGRICULTURE’S POSITION 


The Department of Agriculture, in 1956, made a careful and in- 
tensive study of the Commission on Intergovernmental Relations’ 
recommendations. 

Our position at this time was stated to this committee in a report 
dated February 17,1956. There has been no change in our previously 
reported position on the Commission’s report. 

{r. Founrarn. Thank you very much, Mr. Peterson, for your com- 
prehensive review of Federal-State relations in your Department. 

You say in your statement that, in general, the existing division of 
program responsibilities is satisfactory. 

Is it your opinion, then, that it would not be advisable for the States 
to assume any important additional responsibilities in connection with 
the present agricultural grant programs ? 

Mr. Prrerson. Mr. Chairman, it seems to me that that must, in large 
measure, be determined by the attitude as it exists within the States, 
themselves. 

As I indicated in the preface to my remarks, we see various evidences 
in the States of wanting to extend their own services to their own 
people, including some aspects of the programs that are supported with 
the grant fund. 

I don’t think that any extensive changes in the grant fund program 
should be imposed upon the States, but I think the Federal Govern- 
ment should maintain itself in a position responsive to what the States, 
themselves, may wish to do. 

Mr. Fountain. You don’t have in mind at this time any particular 
program or responsibility which you feel the States should assume on 
their own ? 

Mr. Peterson. Not to my knowledge, Mr. Chairman, not within the 
Department of Agriculture. 

Mr. Fountatn. I might say my questions will be directed to you, but 
if any of your associates can more appropriately answer any of these 
questions, please feel free to call upon them, and they can identify 
themselves for the record. 

In connection with the present programs, do you feel that the Fed- 
eral Government should assume any significant added responsibilities ? 

Mr. Pererson. Looking at all of the grant-in-aid programs, Mr. 
Chairman, I think there is room for extension of activities, particu- 
larly in the field of forestry as it applies to many of the smaller forest 
ownerships which can be brought to a better state of management. 

That is not alone a Federal responsibility. It is also a State respon- 
sibility, and in some measure maybe local government has an oppor- 
tunity to make contribution. I don’t believe the Federal Government 
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should assume greater responsibilities unilaterally, but I think some of 
these programs, forestry, agricultural research, some aspects of conser- 

vation, there is need, so far as the physical problems are concerned, for 
greater public effort, and that effort I think will be advanced as both 
the Federal Government and the State governments find that they can 
advance it within the fiscal limitations imposed upon them. 

I would not propose that the Federal Government, itself, increase its 
support. I think its support should be increased in cooperation with 
the States, in a joint program. 

Many of these activities in forestry, conservation and agricultural 
research, while the benefits accrue to ‘the entire Nation, they extend 
first to the local communities where the work may have first signifi- 
cance. 

Mr. Fountarn. Do you feel that extension should take the form of 
additional Federal contribution when and as the States are likewise 
ready, able and willing to increase their responsibility / ? 

Mr. Pererson. That ismy view, Mr. Chairman. 

In research, for example, I am convinced from my own experience, 
both in State government in in Federal Government, that a Federal 
program of research tends to stimulate a similar program by the States, 
and I think the record of experience in this area will so indicate. 

So far as the grant funds are concerned, it seems to me the grant 
fund should be contingent in some measure upon the willingness of 
the States to also increase their efforts. Were that not to be the case, 
we could find ourselves at some time in the future with the Federal 
Government supporting almost entirely some of the State efforts that 
were being done, so that by that procedure the States would tend to 
become a dependency, an administrative adjunct to the Federal Gov- 
ernment and it seems to me in the field of governmental relations one of 
our problems is to retain stature as a gov ernmental agency on the part 
of the States, and that lends itself—if that philosophy is extended—to 
the joint approach to many of these problems, and especially those 
where the problem is of national significance. 

Mr. Fountarn. I know the view has often been expressed that some 
of these stimulating grants—and I am speaking of the grants admin- 
istered by all Fede1 ‘al agencies—may well have served their purpose, 
and that certain of them ought to be discontinued and maybe new 
forms of stimulating grants initiated. 

Do you know of any grant which you feel has adequately served 
its purpose as a stimulating grant and which should be terminated ? 
And in connection therewith, do you believe any new form of grant 
should be initiated ? 

Mr. Pererson. I do not know of any grant programs within the 
Department of Agriculture which would so qualify, Mr. Chairman. I 
agree with the general premise to which you make reference, that 
there are two types of grants, one a grant to recognize a Federal 
responsibility that can best be carried out cooper atively with either a 
ore or subordinate unit of government, another a stimulative grant 

» help the States get into an area of activity for which there is 
public need, and for which they have the basic responsibility, and 
stimulative grants do serve a useful purpose, in my judgment, in that 
regard, but when the States have i incorporated thi at activity into their 
governmental structure and their operations, I think it quite feasible 
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that the Federal Government could progressively withdraw from that 
field. 

Mr. Fountarn. I guess where stimulating grants are helpful and 
progress continues to be made, it isn’t always easy to draw the line in 
determining just where the stimulating g grant should be stopped, is it ? 

Mr. Pererson. Obviously not, Mr. Chairman, and in part that arises, 
I think, from the fact that there is wide difference in the abilities of 
the States to respond to problems which are significant to all of them. 

Mr. Founrarn. Now, with reference to the school-lunch and com- 
modity-distribution programs, we all recognize that the school-lunch 
program is a very valuable outlet for surplus agricultural commodi- 
ties. In addition, and I think this is much more important, it is 
very valuable in protecting and improving the health of our children. 

Do you take steps to see that insofar as the law permits the maxi- 
mum possible quantity of commodities that can be effectively utilized 
is made available to local authorities for their school-lunch programs ? 

Mr. Pererson. I would like to refer that question to Mr. Wells, if 
I may. 

Mr. We tts. Iam O. V. Wells, Administrator, Agricultural Market- 
ing Service. 

Mr. Chairman, the Department of Agriculture acquires so-called 
surplus agricultural commodities which are used for donation pur- 
poses through two routes: 

First, the commodities may come into possession of the Commodity 
Credit Corporation, and be donated if the Commodity Credit Cor- 
poration cannot find satisfactory markets for the product. 

Secondly, the Secretary of Agriculture may use so-called section 32 
funds for purchasing agricultural commodities where the commodity 
is in distress, and where we see an outlet for the product, that is, a 
donation outlet. 

Now, your question is, What steps we take to see that the maximum 
quantity of these products go to the school-lunch program ? 

I think that can be answered simply : 

We give first preference, in terms of administrative policy, to re- 
quests from the school-lunch program for our surplus commodities. 
In other words, if the commodity 1s in short supply, we have adminis- 
tratively, first of all, taken care of the school-lunch program before 
going on to institutions, and needy people, and of course we take care 
of domestic requests before we make the commodity available abroad. 

Mr. Founratrn. My next question, human nature being what it is, 
may to some extent answer itself, but I think you know what I have 
in mind. 

Do you feel that you are providing local authorities with all of the 
commodities they would like to have ? 

Mr. Wetts. No, sir. 

May I amplify the answer ? 

Mr. Founrain. Why is it you are not able to provide them with 
all they would like to have or need ? 

Mr. Weis. Well, I think there are two answers to this, Mr. Chair- 
man. 

Let’s look first of all to the problem of the local school-lunch peo- 
ple. Most of the school authorities who are connected with the school- 
lunch program are very much interested in seeing that the children 
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get a nutritious hot lunch at noon. They are very much interested in 
seeing that this is a well-balanced lunch. After all, this is the heart 
of the school-lunch program. They have found themselves, during 
the last several years, faced with an inflationary or semi-inflationary 
situation where food prices tend to increase, with the contribution 
from the State and Federal Governments remaining approximately 
constant, although the school-lunch appropriation was increased by 
about $20 million—from slightly over $80 to $100 million—2 years 
ago. They have recently found themselves faced with rising costs, 
and unless they could get liberal supplies of surplus commodities, they 
were faced with what they sonata a rather difficult ge pon of 
raising the price of the school lunch to the children, and of course 
they hate to do this. 

As a result, they are very much interested in surplus agricultural 
commodities. This is one-half of the question. 

On the other half, the legislation which comes to the Department of 
Agriculture, aside from the $100 million school lunch appropriation, is 
to assist agricultural commodities which are in distress. In other 
words, we are not permitted by law to buy agricultural commodities 
simply to donate. 

Now, it so happens that a year and a half to 24% years ago there were 
a large number of products which we acquired under section 32 pur- 
chase programs, so that in the preceding school year I think we 
donated about $132 million worth of commodities to schools, including 
rather large quantities of pork, hamburger, turkeys, as well as dairy 
products, and a limited quantity of cornmeal, flour, and rather staple 
items. 

This year the donations will drop to about $76 million. There is no 
pork; there is no section 32 hamburger; there is no turkey. This is 
due to the change in the economic situation and outlook in prices for 
livestock products. 

On the Department side, economic conditions do not warrant the 
Secretary of Agriculture going into purchase programs to acquire 
these as surpluses. As a matter of fact, food prices have been rising, 
as you know, on the domestic market in the last 6 months. 

n the school lunch side, the school lunch director finds the supply 
of surplus commodities somewhat shorter this year. He finds himself 
faced with rising food prices, and being, as you say, a human being, he 
wishes he could have more surplus commodities. Most directors 
realize the situation quite well and the limitations under which the De- 
partment must necessarily work. 

Mr. Fountarn. How is the food distribution program now working 
in the State of Illinois? 

Mr. We ts. So far as I know, very well. The difficulty we had in 
the State of Illinois had to do with the cost of delivering the product. 
The State superintendent of education canceled the contract with the 
previous contractor. The contract was relet through a competitive-bid 
system. ‘The new contractor has, so far as I am aware, been perform- 
ing rather satisfactorily. However, in all fairness, I would say to you 
that with a portion of deliveries to the city schools in Chicago being 
taken over by, I believe, the city school system, itself, and with the 
decrease in the amount of surplus commodities going into the State, 
I understand that the contractor did apply for and was granted an 
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increase in rates subject to review after a 6-month period, which will 
run through this summer and the coming fall. 

Mr. Fountain. Are you sending commodities directly to State in- 
stitutions, or are they delivered by the contractor within the State of 
Illinois? 

Mr. Wetts. May I ask Mr. Davis if he can answer that? 

Mr. Davis. They are going through the contractor, as far as we 
know. On all of those, and in all cases, including the Chicago situa- 
tion, we are still maintaining our agreement with the State of Illinois, 
and the State is handling the arrangements with the local units. 

Mr. Founratn. I realize that is a matter left up to the States un- 
der your agreement with them. However, aren’t the distribution 
costs considerably lower under the new contract ? 

Mr. Wetts. Well, the new contract was very substantially lower 
than the old contract, and as I said earlier, during the last year or 
two, and especially this year, the new contractor has been handling 
a substantially smaller volume of products than previously, and the 
price must include that factor, in my opinion, so some increase has 
recently been granted. We do, as you well know, insist and endeavor 
to have the States handle these types of arrangements. Where there 
are complaints, we reserve the right to investigate, and in this case we 
did. 

Mr. Founratrn. As I recall, at the time the committee went into 
that matter, it felt that quite a saving could result from shipments 
made directly to State institutions. It may be that State institutions 
had to be included in the contract to make it attractive to the con- 
tractor. I don’t know. 

Mr. We ts. I think there is something more than that, Mr. Chair- 
man. It is alsoa question of the administrative arrangements within 
the State, and we don’t, as a rule, endeavor to dictate to the State how 
it must be handled. 

Mr. Founratn. Do you audit the contractor’s records ? 

Mr. Wetts. Ordinarily not, although the agreement with the State 
of Illinois provides that the contractor’s records shall now be subject 
to audit if we should have reason to ask for it. 

Mr. Fountain. But you do have the privilege of auditing the 
records ? 

Mr. We ts. Yes; there was some question under the previous con- 
tract. ‘The new contract spells this out quite clearly, I believe. 

Mr. Micuent. May I ask one question ? 

Are all States now letting those contracts on an open, competitive- 
bid basis ? 

Mr. We ts. It is handled differently in different States. In some 
States, I believe Mr. Davis has stated, the State, itself, handles the 
arrangement. In some States it is a negotiated arrangement. 

Mr. Davis. Actually, an arrangement such as Illinois has is unique 
to Illinois. There is a somewhat similar arrangement in Michigan 
where there are contracts let to, I believe, 11 different distributors 
throughout the State. Those contracts, and their rates, are reviewed 
by committees made up of local school superintendents and interested 
parties, and they adjust the rates from time to time. 

By far the most common method among the other States is to 
handle the distribution largely through State facilities, with perhaps 
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using common carriers for actual distribution in some cases, with the 
State providing storage. 

There are all sorts of combinations. 

Mr. Micuext. Is my combination more agreeable with you folks 
as administering the program at the Federal level ? 

Mr. Davis. We have stated that all things being equal, we would 
prefer the direct distribution program to be handled in the States 
through State-appropriated funds for the purpose of administering 
the program. 

Mr. Micuet. And that is being done in what States? 

Mr. Davis. Well, I would say in practically all of the States it is 
being so handled to some extent. Even in Illinois, they provide 
certain administrative personnel on the State level. 

Mr. Micuer. Would you have any suggestion for our improving 
our situation in Illinois even more than at present? Is there any 
room for improvement, as you see it ? 

Mr. Davis. Well, sir, we run smack into one of the basic principles 
that this committee is interested in at this point, and that is we feel 
that to the extent possible, and with certain safeguards to see that 
the program is run correctly, that we should leave the administrative 
details to the State, and I might say that all the way through this 
whole business, on the rates in Illinois, the State generally took the 
position that it was happy with the arrangement that it had. 

We were, and this committee was unhappy about certain aspects 
of it, and those have been corrected. 

Mr. We ts. If I may amplify just a little—— 

Mr. Fountarn. Before that, Mr. Wells: Mr. Davis, I believe you 
are Director of the Food Distribution Division ? 

Mr. Davis. Deputy Director of Food Distribution Division of the 
Agricultural Marketing Service. 

Mr. Fountain. Go ahead, Mr. Wells. 

Mr. Wetis. Other things being equal, we prefer this be handled 
with State-appropriated funds. I think more precisely we feel it is 
a State responsibility and it is the decision of the State government 
as to how to handle it, as long as they do it in a reasonably efficient 
and straightforward manner. It is their judgment and ours—I think 
what Mr. Davis is saying—that when they do it on State-appropriated 
funds, it makes our job of checking somewhat simpler, but it would 
seem to me that is their business. 

As to improvement in the State of Illinois, with the rather limited 
volume of surplus commodities now being distributed, I doubt that 
you are going to find a way to substantially lower the cost of distri- 
ution in the State of Illinois at the present time, and the State has 
insisted they will not handle distribution if they are forced to do it 
on their own funds. 

Mr. Fountain. Thank you, sir. 

Mr. Peterson, are you able to give local authorities substantially 
all of the commodities they have requested for distribution to recipi- 
ents other than schoolchildren ? 

Mr. Pererson. Again may I refer that to Mr. Wells, Mr. Chairman. 

Mr. We tts. Again, the answer is “No,” for the simple reasons that 
T explained in the case of the school lunch, plus the additional reason, 
as I indicated earlier, that we actually give first priority to the school 
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lunch program in case the supplies of a particular food are limited. 
We have, for example, been supplying butter to the school lunch pro- 
gram this entire school year, yet our surplus butter supply only last 
week appeared sufficient that we could insure distribution to needy 
people over the United States for a sufficient length of time to an- 
nounce we would make it available. This we did, I believe, last Friday. 
We added butter to the list of foods available to needy people, and as 
soon as it can be packaged, printed, and distributed, it will be added 
to the list of items being distributed. 

On the other hand, we do, of course, get requests from municipali- 
ties or States that have found themselves with unemployed ve 
who would very much like canned pork and gravy, or who would hke 
canned beef and gravy, which would assist in carrying the relief roll, 
but again we have to work with the commodity we have in hand, 
rather than purchasing for those purposes, as such. 

Mr. Fountarn. What commodities are presently being offered to 
local authorities for distribution in the school lunch program and for 
other distribution ¢ 
Mr. Wetts. Wheat flour, cornmeal, rice, butter, cheese, dry skim 
milk. 

Mr. Davis. And earlier in the year we had grapefruit sections and 
peanut butter. 

Mr. Wetts. A limited quantity of grapefruit sections and peanut 
butter went into the school lunch program. At the beginning of the 
year we had some dried eggs, or egg solids, which went into the school 
lunch program, but these were limited quantities. The items I first 
named are the items generally available. 

Mr. Naueuron. Mr. Wells or Mr. Davis, is it presently possible 
for local authorities, either for distribution in the school lunch pro- 
gram or for welfare distribution, to buy commodities from Commodity 
Credit Corporation at prices comparable to the prices at which those 
commodities are being offered for export? 

Mr. Wetts. I believe not, in some cases. 

Mr. Naveuron. Is that because of a legal restriction against such 
sales, or is it because of administrative practices within the Depart- 
ment ? 

Mr. We tts. This I should like to check on. The Commodity Credit 
Corporation has had authority since shortly before the end of World 
War IT, I believe, to sell products in foreign markets at competitive 
prices regardless of what the Commodity Credit Corporation might 
have invested in the product. 

Sales within the domestic market, however, are with a few excep- 
tions limited by law to prices which will either recover the investment 
or will equal or exceed the loan level, plus carrying charges. 

Mr. Korsex. I think there is a restriction on that. If you want 
a more precise answer on that, I would like to check it. 

Mr. Naveuton. I wonder if you would give us that information 
and advise us whether or not you think it would be advisable for 
legislation to be enacted which would make it possible for the com- 
munities to buy commodities for their school-lunch program or for 
welfare distribution at prices comparable to prices at which such 
commodities are being sold for overseas use. We have sold con- 
siderable amounts of butter at prices ranging down to 25 cents a pound 
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and below. Other commodities are also being sold at substantially 

below domestic prices. I think it would be good to have for our record 

an expression as to whether local communities should be given the 

opportunity to obtain these commodities from CCC at comparable 
rices. 

Mr. Wes. Subject to some checking, let me give a direct answer 
to this now. 

The legal answer may be one thing. I think the practical answer 
to the question is that such legislation would be of very little use 
to either the schools or the communities now feeding needy people, 
because, by and large, I can’t offhand think of an exception although 
it might be true in the case of beans, the commodities which are in 
surplus and which are being sold abroad at discounted prices are also 
being made available through the donation route to the schools, 
charitable institutions, and to needy people. 

The complaints we get from these people are not that they don’t 
or can’t get all the flour or cornmeal, or in the case of the schools, 
and more recently other people, the butter they want, but rather 
what they would like are some of the higher priced protein foods. 
These are the things which cost money, you see, and I shouldn’t think 
that there are enough commodities which the Commodity Credit 
Corporation has and may be selling in the foreign market at discount 
prices to make such legislation as you are now discussing of any great 
value at the present moment. 

Mr. Naveuton. I wonder if it would be too difficult a task for the 
Department to give us a report on commodities which may have been 
sold at reduced prices for export which were not available at the 
same time for distribution in school lunch and commodity donation 
programs, if any. 

Mr. Wetts. No; that is not a difficult task. 

Mr. Naveuton. I think that information might be helpful. 

Mr. Wetts. We will give you a recent report. You are not asking 
us to go back ? 

Mr. Naveuton. A couple of years, perhaps. 

Mr. Fountain. Would that require much time? 

Mr. Wetts. No. 

(The information is as follows :) 


STATEMENT ON RELATIONSHIP BETWEEN SALES OF Foop COMMODITIES BY THE CCC 
AND DONATIONS TO DOMESTIC OUTLETS 


This statement is in answer to the questions asked regarding: (a) Legal 
restrictions on the availability of CCC commodities to communities that may 
wish to purchase them for local use (in addition to and independent of partici- 
pation in school-lunch programs or special milk) at the same price at which 
such commodities are being made available to foreign countries; and (b) the 
CCC commodities which may have been sold for export at reduced prices when 
they were not made available to schools. 


A. LEGAL RESTRICTIONS 


Under section 407 of the Agricultural Act of 1949, as amended (7 U. S. C. 
1427), basic agricultural commodities or storable nonbasic commodities (except 
wool) owned or controlled by Commodity Credit Corporation, but for certain 
enumerated exceptions, may not be sold at less than 5 percent above the current 
support price for such commodity, plus reasonable carrying charges. The 
exceptions are: Sales for new or byproduct uses; sales of peanuts and oilseeds 
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for the extraction of oil; sales for seed or feed if such sales will not substan- 
tially impair any price-support program; sales of commodities which have sub- 
stantially deteriorated in quality or as to which there is a danger of loss or waste 
through deterioration or spoilage; sales for the purpose of establishing claims 
arising out of contract or against persons who have committed fraud, misrep- 
resentation, or other wrongful acts with respect to the commodity; sales for 
export ; and sales for other primary uses. 

Thus, under the general restriction contained in section 407, a basic commodity 
such as rice, or a storable nonbasic commodity such as beans, may not be sold 
at export prices to communities unless the sale falls within one of the above 
specific exemptions. On the other hand, since this statutory restriction does 
not apply to those nonbasic commodities which are not storable within the defi- 
nition of storable commodities contained in section 408 (a) of the Agricultural 
Act of 1949, section 407 would not be a bar to the sale of nonstorable, nonbasic 
commodities, such as butter and cheese, into designated domestic outlets at 
prices comparable to export prices. 

It must be borne in mind, however, that disposition of commodities, as well 
as the acquisition thereof, is an integral part of the responsibilities of Com- 
modity Credit Corporation for price support. Commodities acquired under the 
price support program, as prescribed in section 201 (a) of the Agricultural Act 
of 1956, are for disposition by the Corporation “as rapidly as possible con- 
sistent with its existing authority, the operation of the price-support program, 
and orderly liquidation.” Therefore, the fixing of sales prices of nonstorable 
commodities either for unrestricted use or in designated outlets for restricted 
uses is a matter for the exercise of administrative judgment in the light of the 
objectives of the price-support program and the accomplishment of orderly 
liquidation of the Corporation’s inventories. 

It is further provided in section 407, supra, that the price restrictions referred 
to above would not be applicable if commodities owned or controlled by Com- 
modity Credit Corporation were made available (1) in any area in the United 
States declared by the President to be an acute distress area because of unem- 
ployment or other economic cause, if the President finds that such use will not 
displace or interfere with normal marketing of agricultural commodities, and 
(2) in connection with any major disaster determined by the President to war- 
rant assistance by the Federal Government and Public Law 875, 8ist Congress, 
as amended. In such cases, Commodity Credit Corporation-owned or controlled 
commodities may be made available on such terms and conditions as the Secre- 
tary of Agriculture may deem in the public interest; i. e., they may be sold at 
such price as he may determine or be donated. 


B. DOMESTIC OUTLETS GIVEN PRIORITY FOR COMMODITIES 


As a matter of administrative policy, domestic outlets are given priority under 
donation programs, and among the domestic outlets first preference is given to 
school-lunch programs. 

A review of the sales of food commodities by the Commodity Credit Corpora- 
tion during the fiscal years 1956, 1957, and the first half of 1958 reveals that no 
such commodities were offered at reduced prices for export which were not 
available at the same time for distribution in school-lunch and commodity- 
donation programs. This includes all types of food commodities sold in export, 
either for dollars or for foreign currencies, under Public Law 480. That is, it is 
possible for the CCC to offer commodities for sale abroad at less than they are 
being sold for in the United States. But the surplus situation over the period 
July 1, 1955—December 31, 1957, was such that all of the commodities offered for 
sale abroad were also, in fact, available for domestic donation purposes during 
the same period. 


Mr. Founrarn. I wonder if you could provide us with some figures 
as to how extensively the school-lunch program is being participated 
in throughout the country. You may not be able to provide that now. 


Mr. Wetts. We will be happy to give you a table showing partici- 
pation by schools, and the number of pupils, by State. 











54 FEDERAL-STATE-LOCAL RELATIONS 


(The information referred to follows :) 


National school-lunch program, number of children and schools participating, 
fiscal years 1956 and 1957 * 











Number of children Number of schools 
State ee, BRS ae SS SE AS Poel ee ee 
1956 1957 1956 1957 

I i i re ee : 299, 109 313, 540 1, 423 1, 440 
SES EET Pe ET 78, 565 90, 692 324 368 
Rs a orig sg s a : it nee 7 182, 569 190, 961 952 973 
California.__.....-- dea ee eee Bs 466, 354 534, 557 2, 674 2, 877 
CS «Ss, ae ey sake 88, 230 96, 651 664 739 
Connecticut __. lar etipieeaies cok 87, 597 105, 267 442 542 
Delaware_ : Sdn aoe eee 14, 322 16, 250 95 98 
oo a eee eee 52, 087 75, 427 183 186 
ONIN Se le as i bb es Rae ere 297, 237 344, 606 997 1, 088 
NS a ee ee 363, 576 406, 899 1, 551 1, 614 
IE ce ees ete oe he 54, 435 56, 488 437 458 
ME Riot hon wh oad W2ssctbba cece ed 384, 831 390, 832 2, 558 2, 655 
NS Se. a ee oe ees SOR 248, 896 284, 794 1, 193 1, 351 
| SRR a ae eee: 193, 826 212, 745 1, 069 1, 130 
RT: ed cee on Es piech aaa ieee 116, 814 125, 801 1, 021 1, 084 
RI gE Oe SS Fak ee ae ee 257,017 284, 055 1, 296 1, 346 
OE ELS Oe Se > 461, 637 486, 724 1, 606 1, 562 
Re caw a ne a re ee 52, 207 58, 828 499 540 
Maryland ___.____- Sa eee : 128, 718 138, 830 639 680 
BLE a ee a A 198, 021 206, 320 940 1,005 
Michigan. -_-_____- ib ihexe cca wennntin gah cbse 273, 394 283, 480 1, 444 1, 568 
Minnesota. -_- cea 3 oe fois ; 251, 882 274, 262 1,475 1, 297 
Mississippi____- se " ‘ 206, 653 219, O80 1, 090 1,116 
Missouri. _____- tS ani ithe, sd dasateiaks 266, 006 295, 005 2, 298 2, 340 
Montana Getta s . ag Swat Catbeaets 38, 596 42, 201 434 451 
Nebraska-.-...-.-. . eae eel ee ad 57, 032 64, 547 419 466 
Nevada eid Penh ai ks ; 7, 789 9, 746 71 66 
New Hampshire eb kik dee 31, 337 35, 314 295 320 
New Jersey a ; Bl a ies 120, 414 129, 542 707 772 
New Mexico ee a ae aoe 44,813 49, 493 298 338 
New York 1, 218, 931 614, 656 3, 838 3, 020 
North Carolina k clit eo 489, 076 528, 967 1, 566 1, 638 
North Dakota ' ook, cit ise a eae ca 48, 258 54, 503 801 849 
ee eee fa a See ee eee 459, 118 503, 339 1, 891 2, 033 
Oklahoma sabbecce ieee it bie 168, 805 177, 611 1, 763 1, 753 
Se en Ag See ct ae 3 116, 132 123, 897 675 694 
Pennsylvania --_-....--- RES RO NS 379, 362 433, 441 1, 736 1, 794 
Rhode Island ni oe SEE SESS Pd 25, 353 26, 845 135 146 
South Carolina___.- sa anes. chile eden 257, 236 276, 381 1,070 1,101 
South Dakota ‘ Fucks oa vas 31, 006 34, 873 297 389 
Tennessee sedichinaitneie Sal ‘ 324, 602 333, 306 1, 933 1, 983 
NT ite oo a oa cine Sd 476, 103 616, 959 2, 693 2, 832 
Utah ie eee - 83, 260 383 399 
PLC 2 405 OG aS ee ee ct ied 24, 996 277 343 
Virginia Se q 285, 306 1, 287 1, 335 
Washington___- 183, 522 978 1,050 
West Virginia 164, 049 1, 547 1, 562 
Wisconsin ; 192, 134 1, 719 1, 796 
Wyoming_______. ‘ Et chat che 22, 564 27 131 
Total, continental United States ie 10, 201, 302 10, 503, 546 53, 810 55, 318 
Alaska. ____- - aig Se ee 3, 067 3, 800 21 28 
Guam Pao sac al in en ere 288 |_- asain 1 
Hawaii___-.---- set seh as 85, 663 90, 462 175 183 
Puerto Rico____-_- ‘ ail ces tet Stes chs 241, 092 228, 354 2, 102 1, 994 
Virgin Islands ? ‘eli a A, 913 4, 800 33 31 
Total, Territories... ......... amtades 334, 735 327, 704 2, 331 2, 237 

Total ss alent eh Se 10, 536, 037 10, 831, 250 56, 141 57, 555 





1 The peak month in terms of children participating nationally is used in each year (November for 1956 
and December for 1957), even though the number of schools and children may have been higher in some 
States during other months. 


Mr. Fountarn. Are there certain regions or States where participa- 


tion is relatively small? Those figures will show that, but, offhand, 
do you know? 


Mr. Wetts. There are regions where participation is smaller than 
elsewhere—States, regions, or areas. As a matter of fact, I think 


FEDERAL-STATE-LOCAL RELATIONS 55 


I should add that, basically, the school-lunch program is designed, 
other things being equal, to put the maximum amount of aid in those 
places where it is most needed; so, some of the places where participa- 
tion might look to be relatively small are places that are probably 
better able to finance their own programs, and the money goes else- 
where. I was thinking, for example, of the Los Angeles City schools, 
which are now outside the program. This, I think, is a deliberate 
choice on the part of the California people, because only so much 
money is allotted to the State, and they feel there are other places 
where it can be used to better advantage. 

Mr. Micuex, Are they out of the program ¢ 

Mr. Wetts. The Los Angeles City schools are out of the program, 
but that does not mean California doesn’t get the full amount of 
money allotted to it and that California doesn’t have a good school- 
lunch program. They are able to carry their own load in Los Angeles, 
and there are other places in the State they feel can use the money 
better. You do have variations, but you have to look into why the 
variation is there. 

Mr. Fountain. Is any promotional effort being made by the De- 
partment of Agriculture to extend the school-lunch program into 
school districts not now participating and where there may be a 
need for help? 

Mr. We tts. That is something we should very much like to see 
done, Mr. Chairman. We think it is largely the responsibility of 
the State superintendent of education, or the State organization, to 
do the extending rather than the Department of Agriculture. After 
all, our contacts are with the State superintendent of education. 

Mr. Founvarn. He is certainly in a better position to know the 
local situation. 

Mr. We tts. We also feel, with participation being what it is, with 
the Federal payment being relatively low, where the States are will- 
ing to do so, concentration in the lower-income areas is to be recom- 
mended. 

We have, during the last year, started a number of studies to try to 
find out something more about participation in the school-lunch pro- 
gram, how many schools have participated, how many children are 
actually eating the lunch, and reasons as to why the schools are not 
participating. 

Mr. Founrarn. Mr. Wells, if the cash grant for the school-lunch 
program were discontinued at the Federal level, do you think that 
would result in a substantial decrease in the effectiveness of this 
program ¢ 

Mr. Wetts. I think so. 

Mr. Fountain. Would all States be likely to replace those funds 
discontinued by the Federal Government ? 

Mr. We tts. I should think not, Mr. Chairman. 

The Kestnbaum Commission, if I remember correctly, did, in effect, 
recommend that the payments to the States be gradually diminished. 
The 2 preceding appropriation years before that report came out, if 
I remember, the administration did recommend a reduction of, I think 
it was $15 million, or about 20 percent in the school-lunch appropria- 
tions, and each year the Congress refused to accept the recommenda- 
tion, and there seemed to be little direct support for such a reduction. 
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Meanwhile, last fall, for the first time, we did bring together in 
Washington a national conference of the State school lunch directors. 
I have been myself somewhat surprised that participation in the school- 
lunch program continues to grow, looking at the payment per lunch 
and the kind of problems that go with it. I sat through this conference, 
and I think I can say quite fairly that the State school lunch directors 
made it quite clear to us there that they feel the Federal grants, even 
though they are relatively small, even though they involve the possi- 
bility of having Federal auditors come and look at what they are doing 
and go into their school system, even though there is a lot of adminis- 
trative detail with it, does provide them with a focal point or a lever 
to work for a school-lunch rogram which is a complete school-lunch 
program, and to talk about better nutrition within their school system. 
You and Mr. Peterson were talking about facilitating grants earlier. 
I have come to the conclusion that many school lunch directors look 
upon this as a facilitating grant which gives them the lever to discuss 
the situation with their governors, and insist on a full-scale school lunch 

rather than having a hit-and-miss type of cafeteria service of the 
candy-bar type that is often prevalent. 

Mr. Founratn. I personally feel this is one of the finest programs 
in which the Federal Government participates. The President’s Joint 
Action Committee at first considered recommending deletion of this 
program, but finally got away from it. At least they haven’t made any 
recommendation as y et in connection with it. 

Assuming that the States are otherwise willing and able, in your 
opinion are there constitutional or other legal restrictions that might 
prevent some States from taking over this program, particularly as 
it relates to nonprofit private schools ? 

Mr. Wetts. I think we are back to a subject on which Assistant 
Secretary Peterson might wish to comment. However we now ad- 
minister a portion of the program which goes to the parochial or re- 
ligious schools, because in many States, by State law, the State super- 
intendent of education can only work with the publie- school system. 
We would be happy, of course, to see the States take over the entire 
workload. 

Mr. Prrerson. With respect to that point, Mr. Chairman, it was 
the principal point of difficulty that the Joint Federal-State Commit- 
tee, in considering this problem, found difficulty with. As I recall, 
and I would want to check the record, but as I recall, there was sub- 
stantial agreement among the governors and the F ederal members 
of the joint committee that this was an appropriate function that the 
States might well take over, since the stimulative aspects of it, while 
they are still effective in some places, have largely been ac complished 
although they were the causative agent for the development of the 
school-lunch program in its earlier stages. As I recall, the joint com- 
mittee had very great difficulty with the problem of State assumption 
of responsibility ° with respect to the private, parochial, and nonpublic 
schools. In some States, as you know, there are constitutional pro- 
hibitions against using State ‘funds for other than public schools, and 
I think that is the point the committee did not satisfactorily resolve. 

Mr. Fountarn. I think you are right about that. 

In the school-lunch program, I believe it is the Department’s policy 
to encourage the States to assume the responsibility for auditing the 
individual school programs. 
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We learned in 1956 that 14 States were auditing the school-lunch 
program under this arrangement. How many States are presently 
participating in the audit program ¢ 

Mr. Wetts. I think 17, Mr. Chairman. 

Mr. Fountain. How do you feel the State audit system is working 
out from the standpoint of economy and efficiency? Are there sav- 
ings to the Federal Government from this arrangement ? 

Mr. Wetts. Yes. 

Mr. Perrerson. Many States have their own audit divisions. The 
State that I was formerly associated with, in the State government, 
was one ofthem. The State audit division audited all State activities, 
and where States have good audit divisions, it seemed that substantial 
savings as to those States would accrue, where the State as a part of 
its normal audit activities did the audit. 

However, I think the Federal Government would necessarily have 
to review those audits sufficiently to determine whether the program 
is being carried out in accordance with Federal responsibilities. 

Mr. Founrarn. I believe you were commissioner of agriculture in 
the State of Oregon ? 

Mr. Pererson. That is correct, sir. 

Mr. Weis. Mr. Chairman, our Audit and Appraisal Division has 
established a set of standards which we use as a basis for discussion 
with States that are willing to take over the audit activity. We do 
insist that the school-lunch program be audited. If the State does not 
do it, we feel we must do it for a number of reasons which I am sure 
you will appreciate, but where the State will take it over, our auditors 
simply ¢ aa with the State office and it greatly f: acilitates our work, 

Mr. Fountain. Mr. Peterson, the subcommittee received a com- 
plaint from the State of Nebraska, in 1956, that there is duplication 
and conflict between the Division of Program Appraisal and the Food 
Distribution Branch in administering the school-lunch program. 
I would like to read a portion of the Nebraska statement for your 
comment: 

We do feel that the Division of Program Appraisal has, for the most part, 
become a time-consuming factor. In previous years, when their efforts were 
confined to the auditing of fiscal matters, their services were welcomed and 
were beneficial to us. A return to such a practice would be sincerely appreciated. 
The Division of Program Appraisal has now assumed the responsibility of check- 
ing into all administrative phases of the program dealing with the operation 
and supervision of the program as well as fiscal matters. A very large per- 
centage of what they do is a repetition of that which is done by the Food Dis- 
tribution Branch. At times, their recommendations are in conflict with those 
of the Food Distribution Branch and are a detriment to the program. Because 
of the duplicated responsibilities they have assumed, they often consume addi- 
tional days of time which could be used to much better advantage. 

The Division of Program Appraisal has, additionally, been assigned the re- 
sponsibility of appraising the program in individual schools. Again, We believe 
that their activities should be confined to the State department of education. 
It would be much better and could be accomplished if the Division of Program 
Appraisal would furnish the State department of education with funds to 
employ its own auditor for schools and the Division confine its efforts to 
auditing only fiscal matters in the State agency alone. 

What comment do you have on that criticism ? 

Mr. Prrerson. I am personally not familiar with the subject mat- 
ter to which the material you read refers. I would say generally that 
so far as I am aware, the program appraisal looks to the adequacy 
of direct Federal activities, and insofar as States are concerned, to 
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general compliance with any Federal requirements that may exist 
with respect to governing or authorizing legislation applicable to 
programs under review. 

Now, with respect to this particular matter, I don’t know if Mr. 
Wells or Mr. Davis have anything further to add. 

Mr. Fountain. This criticism of the administration of the school 
lunch program was received in reply to the subcommittee’s ques- 
tionnaire. 

Mr. Prererson. Mr. Wells may be able to respond in more detail. 

Mr. Wetts. I would be happy to, Mr. Chairman. 

The Department of Agr iculture was reorganized in the fall of 1953 
into a number of major administrative services, of which the Agri- 
cultural Marketing Service is one. The Agricultural Marketing 
Service has 12 major program divisions, including the Food Dis- 
tribution Division. 

At the time of that reorganization, based on the experience in the 
Commodity Credit Corporation and the recommendations of several 
congressional committees, there was established in the Agricultural 
Marl keting Service, as well as in each of the other services, a program 
audit and appraisal unit or division, reporting directly to the Admin- 
istrator. The Program Audit and ’ Appraisal Division of the Agri- 
cultural Marketing Service is the one that is referred to in this 
particular case. 

Now, at about the same time we also adopted in the Department of 
Agriculture the same attitude toward audits that I believe the 
General Acc ounting Office has: that is, rather than asking our audi- 
tors simply to certify that the figures entered in the books they 
looked at, added and subtracted and otherwise balanced, we adopted 
what we called the comprehensive audit policy where you look not 
only at the books and figures, but such administrative and manage- 
ment practices as may be related to them. 

Now, tliis has from time to time occasioned complaints such as the 
one from Nebraska—not only from Nebraska but from our own 
administrative people. 

The basic reason why the program audit and appraisal unit reports 
to the Administrator is obvious. The Administrator wouldn’t other- 
wise know what goes on in 12 major program operating divisions such 
as we have. Also there has been a growing feeling on the part of the 
Administrators that you had to have an independent check. — time 
an auditor goes in and begins to look at what is going on and begins 
to ask about management “and other practices that surround it, he is 
in a sense duplicating what the regular Administrator does. You 
control this duplication by only auditing a sample of schools, or a 
sample ef offices, and this is the case in Nebraska. 

I think they are quite correct in saying that many of the questions 
these auditors ask are exactly the same as might have been asked by 
an administrative official from the Food Distribution Division, and 
as I have just indicated, if the State of Nebraska will set up an audit 
system which meets what we think are fairly reasonable standards, we 
would be happy to restrict our activities. This is a kind of argument 
that we get not only from the States, but also from our own internal 
operating people when we shift from simply an addition and sub- 
traction check of the books to what we call a comprehensive audit. 
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Mr. Founrarn. I take it then that an improvement in this situation, 
and an answer to this criticism, can be found in a better audit system 
within the individual State? 

Mr. We ts. Well, first, I think that we have gradually got used to 
this idea of comprehensive audit. Second, the auditors have learned 
how to handle it better. We had to create an audit and appraisal 
unit from the ground up; we were a new organization. Third, I think 
this does involve a question of principle as to whether you do or do 
not have a comprehensive audit. 

In the Illinois situation, a simple audit of the figures wouldn’t have 
told the story, the figures added, but it was the rate of payment we 
didn’t like. 

Now then, according to this argument, that would also be the audi- 
tors’ business. Under this comprehensive audit type of arrangement, 
we do check the figures to see that they are correct and look at the 
management practices that are associated with them. If the State 
sets up its own audit system, I think it gets rid of most of this com- 
plaint. 

Mr. Founrarn. This complaint was made February 21, 1956. 

Mr. Wetts. I have not been aware of any followup. I know this 
was published in the original book. 

Mr. Fountain. Yes; and at this point I would like to commend the 
Program Appraisal and Audit Division for the splendid job they did 
in connection with the Illinois situation. 

Mr. Wetts. In our case it is program appraisal and audit com- 
bined, which we have now renamed the Internal Audit Division. 

Mr. Founrarn. I think you may have answered this question 
earlier: Are domestic recipients given priority over foreign recipients 
in the distribution of surplus commodities ? 

Mr. Wetts. By law; yes, sir. 

Mr. Founrarn. I believe Mr. Naughton asked whether or not there 
had been any instances in which commodities had been available for 
foreign donation or sale when they were not available in proper 
quantities for distribution within the United States. 

Mr. Wetts. We will endeavor to work out an answer to that. 

Mr. Navueuton. In that connection, and in preparing the material 
that you are going to on that question, I think it might be helpful— 
there was a newspaper story in the Tampa Morning Tribune on Febu- 
ary 23, 1957, which in effect was about allegations that butter had 
been shipped overseas at a time when it was not available for the 
school lunch program in Hillsboro County. 

If you would care to respond specifically to that 

Mr. Weis. If I may say a word, I suspect this gets into the foreign- 
aid arrangements. I have been talking about the programs admin- 
istered within the Department of Agriculture. In addition to that, 
there isa foreign-aid program, under different legal authorities. 

Now, it may well be, under the foreign-aid arrangement, that com- 
modities are sometimes available when they may not be available in 
this country, partly because of prior commitments. 

Mr. Fountarn. You have no control over that? 

Mr. Weuts. I think this was an Italian school-lunch program which 
had butter after we cut it off here, but where, under the foreign-aid 
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program, there was a prior commitment to supply the Italian lunch 
program with certain commodities over the year. 

Mr. Naveuton. Suppose I turn this article over to you, and you 
can get the information and furnish it to us. 

Mr. Weuts. I cannot, in my answer, cover all these possible cases, 
because I am not acquainted with the foreign- aid program. This one 
we did happen to get into because of these complaints. 

(The information requested is as follows:) 


{Tampa Morning Tribune, Tampa, Fla., February 23, 1957] 


ScHoots Get Less BuTTeR AS UNITED STAtTes Suips It OVERSEAS 
(By Harry Robarts, Tribune staff writer) 


Tampa school youngsters will be eating margarine instead of butter at their 
lunchrooms for the next few weeks because the Government is diverting surplus 
butter to send it overseas. 

It is shipping this surplus butter overseas to be sold cheaply—well below 
market value—to promote good will, the Tribune learned. 

Most of the country’s lunchrooms have already run out of butter, even though 
they stretched the supply by cooking with margarine. 


GOT IT FREE 


The lack of surplus butter in the school lunchrooms could also cause a financial 
problem. 

The butter came to the schools free—since it already had been purchased with 
taxpayers’ money as part of the Government’s price-support program—but the 
schools will now have to buy the margarine at market prices. 

In Hillsborough County, margarine for a full school year would cost approxi- 
mately $10,000 if the Government continues to sell the butter overseas. 

Mrs. Mary Taft, county school lunchroom supervisor, said schoolchildren will 
not be denied a food they need because the “fortified” margarine is “almost as 
good, nutritionally” as butter. 

The surplus-butter picture is clouded. 

Florida schools received allocations for butter last October—they don’t receive 
the actual shipments of butter, but are sent purchase orders. 

They were notified then that no more surplus butter would be distributed to 
schools until spring—and that the shipments might be discontinued indefinitely. 
The explanation was that the surplus stockpile of butter had dwindled almost to 
nothing. 

The surplus commodities are handled by the United States Department of Agri- 
culture, which sends it to the State welfare department in Florida, which, in 
turn, allocates it to schools and institutions. 

At Jacksonville, State welfare authorities told a reporter they had received 
notice yesterday that a new allocation of butter—earmarked for schools only— 
will be sent to this State between March 11 and April 6. 

“It won’t be as much as we need,” Mrs. Dan Parker said, “but it will help a lot.” 


NOT GIVEN AWAY 


When butter shipments were cut off, rumors began circulating that the 
Government was giving away the butter in Italy. 

Russell H. James, of the United States Department of Agriculture’s office in 
Atlanta, said this was incorrect. 

He said no surplus butter was being given away overseas while schools were 
doing without, but that the surplus butter was being sold overseas cheaply. 

“Our domestic policy receives priority over the foreign program,” he said. 

“But the plan is to get some money out of the surplus, if possible. So, there are 
some sales of butter being made to foreign countries, even though the surplus 
stockpile is so low schools and institutions cannot be supplied. 

“I’m talking out of my field here, but I understand it’s tied in with the good- 
will program overseas.” 
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Mrs. Taft said she couldn’t be too critical of the surplus program, even 
though she disliked losing the butter, because the surplus program has been 
such an aid to the schools. 

RECEIVES OTHER FOODS 


“Actually, we’ve received more valuable surpluses this year than last year, 
despite loss of butter,” she said. ; 

“We've received large allotments of meat, eggs, and cheese; so, we’re not 
complaining” 

She said the 25 and 30 cents paid for lunches at most schools—as well as a la 
carte prices at most high schools—are below the actual cost of the food, but the 
county’s lunchrooms remain silent because of the surplus foods received from 
the Government. B 

These foods are distributed through the surplus-commodity program, which 
includes all commodities purchased under price-support programs. : 

She estimated that in a full school year more than 160,000 pounds of butter is 
needed for Hillsborough County lunchrooms. 


In the October allotment, this county received 67,620 pounds of butter. 





COMMENTS OF THE ARTICLE, “ScHOOLS Get LESS BUTTER AS UNITED States SHIPS 
It OVERSEAS,” WHICH APPEARED IN THE TAMPA MORNING TRIBUNE, FEBRUARY 


23, 1957 


From fiscal year 1955 through the first half of fiscal year 1958, 32.6 million 
pounds of butter were used in meeting famine or other relief needs of friendly 
foreign countries under title II, Public Law 480, administered by ICA. During 
this same period, schools in the United States received 183 million pounds. At 
the time commitments were made to furnish butter under title II to the Italian 
school-lunch program, CCC inventories were sufficient to provide for the im- 
mediate needs of our own school-lunch program. 

Soon after the announcement (September 5, 1956) that butter would be sent 
to Italy, the market price strengthened and CCC purchases of butter decreased 
from 6.7 million pounds in August to 0.7 million pounds in September, to 0.1 
million pounds in October, and in November CCC did not buy any butter. 
Approximately 0.4 million pounds were bought in December and, by February 
1957, CCC was again purchasing substantial quantities, so that butter could 
again be made available to the schools in the United States. Suffiicent quan- 
tities of butter had been allocated for schools prior to September 1956, for 
shipment into November, which, generally, was adequate to supply school needs 
until shipments were resumed in March 1957. Shipments to Italy were dis- 
continued in March 1957 when it was determined that there would be insuf- 


ficient butter over domestic needs to meet the Italian commitment. 
Mr. Fountarn. We just had a quorum call. The committee will 
recess for 20 minutes. 


I think we can finish the hearing this morning by 12 or a little 
after. 

(Recess taken at 11:17 a. m., and resumed at 11:40 a. m.) 

Mr. Fountarn. Let the committee come to order. 

We are very happy to have some distinguished visitors with us 
this morning. I am going to call on Mr. Carl Charlick, of the De- 
partment of State, to introduce them. 

Mr. Cuaruick. I would like to introduce Mr. Hermann Hoecherl, 
member of the German Bundestag, which is comparable to the House 
of Representatives. He is chairman of the CSU delegation in that 
Bundestag, which is one of the coalition or government parties and, 
as such, is interested in all phases of the legislative program. 

Mr. Bernhard Bauknecht is also a member of the Bundestag. He 
is chairman of the Bundestag committee on agriculture and, also, a 
member of the majority party. 

Mr. Founratn. Thank you very much, Mr. Charlick. 
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We are happy to have you gentlemen with us. We hope you enjoy 
your stay here and will obtain information which will be helpful 
to you upon your return to Germany. 

Mr. Bauxnecur (as translated by Mr. Charlick). We thank you 
for the friendly reception and the words of welcome. We consider 
it a privilege to have attended the session of the subcommittee, and 
we have already, in the very few minutes we have been here, seen and 
realized how seriously and conscientiously your work is carried on. 

Mr. Fountatn. Thank you very much, and please make yourselves 
at home. We are glad to have you as long as you care to stay. And I 
am sure the members of other committees will be glad to have you 
visit them if you care to do so. 

Mr. Wells, as I recall, Dr. Carroll, the superintendent of public in- 
struction in North Carolina, recommended the consolidation of the 
school-lunch and the school-milk programs. 

Would you care to comment upon that recommendation ? 

Mr. Wetis. Mr. Chairman, a considerable number of school-lunch 
directors have indicated that they would like to see the two programs 
consolidated, were that possible. However, these are in effect two 
separate programs. The school-lunch program is a continuing pro- 
gram, whereas the special-milk ee is really a portion of the price- 
support program, to take care of the dairy surplus. 

The school-milk program is financed by the Commodity Credit Cor- 
poration, on the theory if you can increase the consumption of milk 
among schoolchildren, that this is good for the children, and it also 
relieves the Commodity Credit Corporation of having to buy manu- 
factured dairy product. 

Obviously, the Corporation is hardly in a position to buy and handle 
fluid milk itself. 

We have tried, and I think most of the school-lunch directors would 
agree with us, to integrate the two programs as closely as they can be 
integrated, recognizing they are, nevertheless, by congressional law, 
separate programs. 

We have in effect now a kind of arrangement where all of the milk in 
the school programs that is not a part of the regular nutritional lunch 
is under the special school-milk program, but we do still require in the 
type A lunch, the standard school lunch, that one-half pint of milk be 
served. 

Mr. Fountarn. Do you have authority under present law to con- 
solidate these programs? 

Mr. Wetts. No; they operate under two different laws. One is a 
ermanent law fora school-lunch program. The other is a law, which 
as a definite termination date, June 30 of this year, providing that 

the Commodity Credit Corporation may advance funds for this par- 
ticular purpose. 

Now, as Mr. Peterson indicated, the Senate has passed a bill extend- 
ing that for 3 years. 

I say we have gone as far as we know how, and I think most of the 
school-lunch directors will agree with us, to integrate the two pro- 
grams, so as to cause as little conflict as possible. 

Mr. Fountatn. What is your feeling as to whether they ought to be 
consolidated ? 

Mr. Wetts. Well, this is a difficult question for me to answer at the 
present time. 
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I would say that I think we should continue the current arrange- 
ment at present. Looking a number of years ahead, I think we need 
to look at the question as to how we do finance the school-lunch pro- 
gram, including the question of whether the States should take it 
over, the question as to whether it is necessary to continue this special 
milk kind of activity, or whether it ought to be integrated into the 
program itself. We have this under consideration and are discussing 
these longer-term questions with the school lunch directors. As a 
matter of fact, at the conference last fall we indicated this was a part 
of the question of the long-term financial arrangement for the school- 
lunch program, to which we thought consideration should be given. 

For the time being, the dairy situation being what it is, I would 
say the present arrangement should be continued. 

Mr. Fountain. Would consolidation bring about greater efficiency 
or economy in the two programs? 

Mr. We ts. I should think not, if you look at the objectives of the 
two programs and recognize they have somewhat separate objectives. 
In other words, the objective of the school-milk program is to in- 
crease the consumption of milk. The objective of the lunch program 
is to maintain a continuing school-lunch program where you have 
hot lunches nutritionally balanced. 

Fortunately, a half-pint of milk is good for most schoolchildren, 
so the two purposes to some extent complement each other. 

Mr. Founrarn. I believe the Department of Agriculture, through 
the Extension Service, is active in promoting the 4-H Club program ; 
that is true, isn’t it? 

Mr. Pererson. That is correct. 

Mr. Fountain. The vocational education program is, of course, ad- 
ministered by the Office of Education in the Department of Health, 
Education, and Welfare. 

Mr. Pererson. That is correct. 

Mr. Fountarn. It is my understanding that the teachers of voca- 
tional agriculture sponsor the activities of the Future Farmers of 
America. Is that true? 

Mr. Pererson. Future Farmers of America are a part of the agri- 
cultural program as carried out in the rural high schools in the 
country. 

Mr. Founrarn. I am sure all of us agree that both of these groups 
are very fine, worthwhile organizations that make a substantial con- 
tribution to the country. However, I wonder whether the Depart- 
ment of Agriculture and the Office of Education coordinate their 
activities at the Federal level so as to avoid any possible duplication 
or conflict that might hamper these programs. 

Mr. Pererson. Mr. Chairman, I know of no conflict in the two 
programs. They are somewhat different in their inception and in 
their administration, as you indicate. 

The vocational agricultural work is conducted at high-school level, 
and the Future Farmers of America are, in all cases, as I understand, 
members of the vocational classes conducted in largely the rural high 
schools. 

The 4-H program encompasses all groups of youngsters within the 
age limitations that are interested in the 4-H program, and it encom- 
passes many kinds of activities, all the way from homemaking to the 
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normal kind of activities that youngsters, as they become mature and 
engaged in farming work, would undertake. 
So far as I know, there is no conflict in the two programs. 

Mr. Fountain. Do you have a coordination arrangement with the 
Office of Education ? 

Mr. Prrerson. Might I ask Mr. Kepner, Deputy Administrator of 
the Federal Extension Service, to respond to that ? 

Mr. Kepner. I would say that we have very excellent coordination, 
Mr. Chairman, on an informal basis. We have frequent conferences 
with the people i in charge of vocational education and home-economics 
work in the Department of Health, Education, and Welfare. 

We are on such a working basis that we refer to each other by first 
names or nicknames rather than formally. We have no points of con- 
tention of any kind that we know of. We have similar objectives. 
We do have in the field, occasionally, an appearance of a little con- 
flict, which is local, and I would say 99.9 percent of the time is based 
on personality clashes rather than anything fundamental. 

Mr. Fountarn. The Kestnbaum Commission, as you will recall, Mr. 
Peterson, recommended Federal statutory changes to permit the chan- 
neling of agricultural grants through normal ‘State budgetary proc- 
esses in place of the existing pr actice of making grants directly to 
State agencies and land-grant institutions. 

Your Department opposed this recommendation in responding to 
our questionnaire in 1956, saying: 

The Department of Agriculture, as the Federal agency administering the laws 
providing grants to States in the field of agriculture, would not be in a position 
to insure that Federal funds were used efficiently and solely for the purposes 
intended if State legislation and budgetary practice and procedure were allowed 
to intervene between the Department and the responsible cooperating agency 
within the State. 

What is your feeling as to whether or not your normal administra- 
tive and fiscal controls are adequate to assure that these funds would 
be used efficiently and for the pr oper purposes if grants were chan- 
neled through the State budget office ? 

Mr. Pererson. Mr. C hairman, the governing State legislation as to 
the conduct of the budget officers varies widely between the several 
States. The funds gr: anted by the Federal Government to the States 
specifically delegated to enumerated purposes might be administered 
through the State budget offices and be subject to State fiscal control 
as all other State funds are. 

My own view is that there would be additional costs, either to the 
Federal Government or to the States, in the audit and program ap- 
praisal work that I think the Federal Government always must do to 
determine that its funds are effectively used for the purposes for 
which they are granted. It would seem to me that such a proposal 
merely intervenes another State layer between the purpose of the 
Federal grant and the use of the Federal grant within the State. 

It might be presumed, I think, that the State boards of higher edu- 
cation and land-grant college authorities are in close and direct con- 
tact with their State budget officers, as their activities require them 
to be, and that the State budget officers are in a position to interrogate 
them with respect to the Federal grants which they have available, 
and which I know is done, because the State budget officers, in deter- 
mining how much of State funds to allow and to request of the State 
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legislatures, take into account what these institutions have available 
for their authorized programs by way of Federal grants, and it is my 
view that the present process is preferable to the one that the Commis- 
sion proposed and to which we took exception, as you indicate. 

Mr. Founratn. Then your present thinking i is the same as in 1956, 
when you answered our questionnaire ? 

Mr. Peterson. That is correct, Mr. Chairman. 

Mr. Fountarn. What is your opinion as to whether or not you have 
enough control over the school-lunch grants to assure the proper 
expenditure of these funds? 

Mr. Pererson. Speaking generally—and I will ask Mr. Wells to 
speak more specifically—as I understand the program, I think we do 
have adequate controls through the program appraisal and audit 
procedures which we have set fp, to which Mr. Wells has earlier made 
reference. Mr. Wells may wish to comment further. 

Mr. Fountarn. Mr. Wells, would you care to add anything? 

Mr. We tts. Our people have felt the arrangements are quite satis- 
factory, and we have not asked for additional legislation, Mr. Chair- 
man. 

Mr. Fountarn. When our subcommittee held its regional hearings 
on the west coast, the California State director of ‘agriculture ex- 
pressed the opinion that California’s fiscal controls are adequate to 
protect the proper and efficient expenditure of Federal funds. I am 
reminded of that statement by a point which Dr. Goldberg has raised. 
I will ask him to phrase the question. 

Mr. Gotpperc. We wonder why a distinction is made in the handling 
of grant funds between grants for research purposes, which are made 
directly to the State land-grant institutions, and grants for the school- 
lunch program, for example, which are subject to the regular State 
budget process. You have indicated that the Department feels its 
normal fiscal controls are adequate to protect the expenditure of school- 
lunch funds. 

Would you clarify for us why it is necessary or desirable to treat 
these programs differently, insofar as State executive control is con- 
cerned ? 

Mr. Peterson. I would suspect, Mr. Goldberg, that that goes, basi- 
cally, to the differences in the respective programs. The position that 
Mr. Wells has indicated we have taken with respect to the school-milk 
and school-lunch programs, as well as the programs having to do with 
the distribution of surplus foods, is primarily, as we regard it, a de- 
termination of the State as to how they are going to use them, and, 
on the other hand, the Hatch Act funds, the ‘Smith-Lever funds, are 
available through the operation of legislation specifically provided 
for specific purposes, and there is a long history, legislatively, of co- 
operation between the Federal Gover nment, through the Department 
of Agriculture, and the land-grant colleges and universities. 

( ‘ertainly, it would be possible for the “Federal Government to pro- 
tect its funds and their use through either procedure, but, as I have 
indicated, it seems to me that, putting the funds for specific purposes 
for research and education under the Hatch Act and the Smith-Lever 
Act, respectively, through the State budget offices, would merely inter- 
vene one additional layer of State government, and serve no particu- 
larly useful purpose that I can visualize, whereas, on the other hand, 
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the States determining how and to what degree they are going to use 
the school-lunch and school-milk programs, and how far they are 
going to supplement it, it seems to me to afford some convenience to 
the State in handling the funds in the manner which you indicate. 

Mr. Gotppere. Am I correct in thinking that it is less a question of 
properly protecting the expenditure of Federal funds, and more a 
question of usage and also of administrative convenience, that under- 
les the Department’s s desire to continue the present relationship where- 
by funds go directly to the institutions involved ? 

Mr. Perrerson. It is my judgment that the Federal Government 
could protect the integrity of the usage of the funds it grants through 
either process, but the history of usage and the history of relationships 
and the purposes of the grants are such that, in my judgment, I make 
the distinction which I have previously described. 

Mr. Goxpperc. I think I understand your reasoning. As I read 
the Department’s reply to this recommendation of the Kestnbaum 
Commission, as it was contained in your 1956 response to our ques- 
tionnaire, I had the impression there was real concern about the 
Department’s ability to protect Federal funds if they were to be 
channeled through the normal State fiscal channels. 

However, after listening to your explanation, I now have the im- 
pression—and correct me, if I am wrong—that it is more a question 
of administrative convenience and not disrupting a relationship which 
has worked very well in the past. 

Mr. Pererson. I would say that that consideration has material 
weight ; the question of protection could be resolved by either process, 
it seems to me. 

I do think there would be some possibility with respect to research 
funds of the States, if the channeling of the funds were through the 
budget office, the State budget office, “of some additional influence of 
the State budget officers over the manner and the areas for the con- 
duct of research. 

We relate the research funds to projects approved through the 
projects office in the division of experiment stations in the Agr icultural 
Research Service, and by that direct relationship and review of proj- 
ects, we think that cooperatively with the States, we are able to 
maintain an agricultural research service and structure which re- 
sponds more adequately with the funds available to the total needs of 
the agriculture of the country for research than might be obtained 
another way. 

Mr. Fountary. The Kestnbaum Commission recommended that 
Congress authorize the use of Morrill Act money for agricultural 
research as well as for the present purpose of resident instruction in 
land-grant colleges, when the recipient State so desires. 

I think we all realize, of course, that the grant for resident instruc- 
tion is administered by the Department of Health, Education, and 
Welfare. However, I wonder, Mr. Peterson, if you would give us 
your views on this recommendation as it affects agriculture. 

Mr. Prrerson. I don’t recall the specific recommendation. 

Do I understand that the recommendation is that the Morrill Act 
funds be used for resident instruction as well as for research ? 

Mr. Founratn. No, it is the other way around. 

Mr. Pererson. Might I refer that to Dr. Elting, who has more 
familiarity with the program than I? 
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Dr. Exrina. I am E. C. Elting, Deputy Administrator of Agri- 
cultural Research Service, in charge of administering the Federal 
grants to State experiment stations. 

I think we have not had any strong feeling about this recommenda- 
tion other than to recognize that the Morrill funds, themselves, are 
very limited in scope; ‘they make only a small contribution to the 
total teaching need at the land-grant institutions, and that to dilute 
the purposes ~for which those funds are used probably would not be 
desirable inasmuch as there are separate authorizations through the 
Hatch Act for research grants. 

I say again I do not think we had a strong feeling of opposition to 
that recommendation, but rather questioned whether it would serve 
a useful purpose and ‘whether the funds would not better be retained 
for the purposes originally authorized. 

Mr. Fountarn. Several members of the Kestnbaum Commission 
expressed the view that grants to land-grant colleges have fully served 
their purpose and should be terminated in view of the relatively 
small amount involved—$5 million a year, I believe. 

Would you care to comment on that suggestion ? 

Mr. Pererson. I don’t think the impact of the termination would 
be materially felt among the land-grant institutions. The effects 
would differ among the institutions because of the difference in the 
ability of the respective States to support their land-grant institu- 
tions. 

Obviously, $5 million distributed among all of the land-grant in- 
stitutions is not a large sum of money, and it is my judgment, Mr. 
Chairman, that the termination of that particular grant would not 
have a material i impact upon the State institutions. 

Mr. Fountain. That is probably true, and yet it might hit some 
harder than it would others. 

Mr. Prrerson. Undoubtedly, any reduction of a Federal grant, for 
the reason there is a difference in the financial ability among the 
several States to conduct all of the many activities that our States are 
asked to do, would be felt differently, depending upon the degree of 
financial ability that any one State might have. 

Mr. Fountarn. The report of the study committee on Federal aid 
to agriculture, dated June 1955, has this to say in that connection: 





On a nationwide basis the present annual Federal grants amount to only 2.3 
percent of the total land-grant college expenditures for resident instruction. 
However, the grant is significant to the budgets of several Negro land-grant col- 
leges in the South and to several non-Negro land-grant institutions. The Fed- 
eral grant comprises 22 percent of the resident instruction budget at New Mexico 
College of Agriculture and Mechanic Arts, 17 percent at North Dakota Agri- 
cultural College, 13 percent at South Dakota State, 12 percent at the University 
of Nevada, and 10 percent at the University of Delaware and Montana State. 

It would be significant to those institutions. 

Mr. Peterson. That emphasizes the point I tried tomake. That the 
difference in the degree of support by the several States would be 
reflected, depending upon what that degree of support is. 

Mr. Fountarn. Mr. Michel? 

Mr. Micuex. No questions. 

Mr. Fountatn. Mr. Naughton, do you have any questions? 

Mr. Naucuron. Yes, I havea couple of questions, 
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Mr. Wells, the study committee report on Federal aid to agriculture, 
the study committee of the Kestnbaum Commission, made some com- 
ments on inspection and grading services, as follows: 


With respect to inspection, grading, and service activities, the committee 
believes that much unnecessary duplication exists between activities of the United 
States Department of Agriculture and of State departments of agriculture. In- 
stances are not hard to find where both State and Federal personnel are sta- 
tioned in a State for the purpose of conducting inspection and grading ac- 
tivities with respect to the same commodity. The committee believes that the prin- 
ciple of “cross certification” would solve some and alleviate many of these 
difficulties. Both levels of government owe it to the taxpayers to carry out 
inspection, grading, and agricultural service activities without widespread 
duplication. 

Consequently, the committee proposes a basic principle to guide the alloca- 
tion of responsibility between Federal and State Governments in this area— 
namely, there should not be in any State, both Federal and State personnel 
engaged in inspection, grading, or service activities in the same commodity field. 
The Department of Agriculture should proceed to initiate discussions with the 
States individually and collectively to the end that a memorandum of agreement 
is negotiated between the Department of Agriculture and each State with respect 
to each commodity or subject matter area. Under such memorandum of agree- 
ment, either the Federal Government or the State would assume full respon- 
sibility for inspection, grading, and other service activities with respect to such 
commodity. Secondly, under such agreement, each level of government would 
accept the certification of the other level. In other words, Federal certifica- 
tion would be accepted for State purposes or conversely State certification 
accepted for Federal purposes, provided of course that whichever level of gov- 
ernment assumed responsibility with respect to a given subject matter area in 
a given State, such government would apply to the provisions of both the Federal 
and State legislation. 

I wonder if you would comment on that. 

Mr. Wets. Well, Mr. Naughton, I think we have strong reserva- 
tions on that recommendation without really differing from “the spirit 
of it. 

In the first place, I am not aware of any major areas where there is 
unnecessary duplication or actual duplication of the same work. How- 
ever, we have in the last 18 to 24 months been reviewing our working 
arrangements with the State commissioners of agriculture, under 
whom almost all of this activity falls. 

Normally, the State commissioner of agriculture is in charge of 
all grading and inspection under State law. We have been working 
with those people for the last 18 to 24 months trying to negotiate or 
come to an understanding between the commissioners and the United 
States Department of Agriculture as to the general principles con- 
trolling activities in each of the four rather separate fields that we 
ordinarily work with the State department of agriculture. Those 
four fields happen to be matching fund grants for marketing services; 
crop and livestock estimate work; the grading, classing, and inspec- 
tion work ; and market news. 

Now, I was not aware in the discussion of this grading, classing, 
and inspection work, of any substantial difference, really, between 
ourselves and the State departments of agriculture except w ‘ith respect 
to the question as to whether in the case of Federal inspection and 
Federal standards the fee should bear the entire cost of service, or 
whether Federal appropriation should cover the overhead costs 
incurred outside the State. 

I might say whether we are dealing here with the type of regulatory 
activity which is mandatory, or whether we are dealing with the 
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voluntary type of activity, which is the more normal type of classing 
and grading in the marketing service, we feel that to be of maximum 
value to American agriculture the grading and classing service must be 
uniform as between States. 

We have insisted, and the State commissioners of agriculture have 
agreed that in those cases where we are dealing with nationwide stand- 
ards there must be a Federal supervisor in the State, even though 
the inspection is done by the State personnel, and we have cooperative 
arrangements which, in my opinion, do substantially eliminate dupli- 
cation and do provide an avenue where we can achieve the same result 
the Kestnbaum Commission suggested without going to the extent of 
saying that in certain States all Federal inspection and grading—and 
I take it, Mr. Secretary, this would include red-meat inspection—shall 
be done by the State and the State alone, and in some other State all 
should be done by the Federal Government alone. 

I think we are working out a cooperative pattern where the State 
department of agriculture and the Agricultural Marketing Service, 
or in the case of meat inspection service, the Agricultural Research 
Service, is getting this job done, and I am not aware of any area of 
duplication. 

Mr. Prrerson. I would like to comment on that observation in the 
report, if I might, Mr. Naughton. 

I take the strongest exception to the proposal without, as Mr. Wells 
expresses it, taking exception to the spirit of the proposal. 

Many of the States have grading and standardization laws pursuant 
to which State personnel inspect various and sundry kinds of agri- 
cultural commodities. Those laws differ among the various States. 
The amount of paper, as in the trade we express it, that accompanies 
certain types of agricultural shipments, resulting from the differences 
in the requirements of the several States, is quite extensive. 

The States, themselves, have recognized that, particularly in the 
plant field where the plant boards, which for the most part are made up 
of officials within State departments of agriculture, have attempted to 
get uniform State quarantine requirements established as to various 
Kinds of agricultural commodities. 

In addition, some of the grade standards that the States use provide 
for the exemption of certain sizes or classes of producers, so that if 
this recommendation were to be carried out upon its face value, my 
judgment is that we would have a considerable degree of chaos in the 
public understanding of the significance of grade factors as evi- 
denced by grade certifications. 

I think generally we have taken the position that where a State has 
a grading or an inspection requirement as to any commodity that is 
fully comparable to any equivalent Federal requirement, under those 
circumstances we would welcome a cooperative arrangement whereby 
the State inspection certification would be accepted for Federal! 
purposes. 

I don’t believe we could go further than that. 

I have been on both sides of this table, longer on the State side 
than the Federal side, and I think that this is an area that will neces- 
sarily be worked out by discussions, agreement and a meeting of the 
minds between the State and Federal people. 











70 FEDERAL-STATE-LOCAL RELATIONS 


Mr. Naventon. Where you have had such cooperative programs 
in effect, where the State inspectors perform the actual inspection, 
and their certificates are in accordance with Federal standards, have 
you had any complaints that the State inspection service has not been 
adequate? 

Mr. Prrerson. There have been some, from time to time. They 
have been resolved, again, by negotiation between Federal and State 
representatives. With respect to fruits and vegetables, for example, 
there are United States grade standards applicable to many of them; 
where the State has an inspection service and it uses the United 
States standard, for the most part, we have cooperative agreements 
pursuant to which the State does all the inspection work. 

In those States we have a Federal supervisor who does the correla- 
tion of the grade determinations between inspectors and between the 
respective inspection districts. That program has worked very well. 

Y have frequently used it as an example of one of the best evi- 
dences of Federal-State cooperation in this field that I know of. 

Similarly, we have in some places the cooperative agreements hav- 
ing to do with the application of Federal grade standards to grains, 
and those programs work very well, but without the State having 
its own standards comparable to Federal standards, and without 
Federal supervision to determine that the integrity of the Federal 
standard is in all cases protected, I think it would create more chaos 
in interstate and even intrastate trading on these commodities on the 
basis of their grade than pertains under the present situation. 

Many buyers of farm commodities in distant markets from the point 
of production buy and sell these commodities on the basis of certifi- 
cation of grade, and it becomes particularly important that that 
certification of grade, whether the product be produced in California, 
Oregon, Maine, or somewhere else, reflects the quality of the produce 
that is being moved in the market channels. 

Mr. Navenron. Mr. Wells, have you had any complaint with re- 
spect to grading of grain by the State of Missouri, particularly in 
connection with shipments of wheat from St. Joseph or Kansas City? 

Mr. Wetts. Well, I don’t know of any specific complaints from 
St. Joseph. We have had some difficulty and some question about 
some grain grading in and around Kansas City. Whether this goes 
through St. Joe, I don’t know. 

Mr. Naveuton. Would you furnish that information for us? 

Mr. Wetts. We would be glad to. 

We always have some complaints, and the problem, I might say, 
also extends sometimes to the question not only of uniform standards 
but to the qualifications of the inspectors. 

Mr. Pererson. Very true. 

(The information requested is as follows :) 


STATEMENT ON COMPLAINTS ON GRAIN INSPECTION IN Missourr 


Complaints of faulty inspection, sampling, and weighing were received by the 
Missouri State Department of Agriculture from the grain trade in the Kansas 
City area some time ago. The Kansas City Board of Trade established a com- 
mittee to investigate the matter. Although this was primarily a problem in- 
volving inspection performed by State employees, a representative of the Federal 
Grain Inspection Service was invited to meet with the committee. A local repre- 
sentative of the Agricultural Marketing Service attended and participated in 
meetings of the local group. Subsequently, the committee presented to the Gov- 
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ernor of Missouri the information on allegations of faulty inspection, sampling, 
and weighing practices which had been brought to its attention. Although the 
investigation is not yet completed, the Governor took positive action on the 
problem and, as a result, improvements have been initiated in the method of 
operation in Missouri and particularly at Kansas City. 

Mr. Wetts. If you have indifferently qualified inspectors, you don’t 
get good inspection. 

Mr. Navueutron. You mentioned crop and livestock estimates. 

Of course, the AMS supervises the dissemination of the farm popu- 
lation estimates, does it not? 

Mr. Wetts. The annual farm population estimates are a cooperative 
undertaking between the Department of Agriculture and the Bureau 

of the Census of the Department of Commerce. 

Mr. Navueuron. Is there any State cooperation involved in prepara- 
tion of these estimates? 

Mr. Wetts. From time to time we have some cooperative arrange- 
ments with States looking into special questions with relation to farm 
population, but the farm population estimates are issued jointly by 
the Farm Population and Rural Life Branch of the Agricultural 
Marketing Service and the Bureau of the Census, and there is no 
formal State « ooperation. 

Mr. Navueuton. Do the States assist in sending out questionnaires, 
or preparing lists as to whom they should be sent # 

Mr. Weuts. It may be that our State office, which is cooperating 
with the State department of agriculture, does select the list and mail 
the questionnaires, but the questionnaire is designed and summarized 
at the national level. 

Mr. Fountain. A little earlier this morning I believe it was brought 
out that many of the school districts may not be participating in the 
school-lunch program because they lack the necessary facilities for 
preparing hot lunches. The suggestion has been made that the Fed- 
eral Government should extend its program to help these needy areas 
to provide physical facilities. 

From your observation of the program, Mr. Peterson, do you feel 
there is any justification for the Federal Government to extend this 
program in that direction ? 

Mr. Pererson. Mr. Chairman, I am not personally well enough 
acquainted with the school-lunch program and its operations to have 
avery intelligent opinion about that matter. 

Mr. Founrarn. Mr. Wells? 

Mr. Wetts. Well, Mr. Chairman, I feel—and this is a personal 
opinion—that the various municipalities and cities and States should 
be able to supply their school-lunch facilities. 

Of course, the public schools in the District of Columbia are an 
example of what we are talking about. It is rather difficult to me 
to see why the Federal Government should supply to cities or areas 
lunch facilities. It seems to me this is part of the responsibility of 
the local people. 

Mr. Fountarn. I am glad to hear you say that. I am inclined to 
agree with you. 

“Mr. Werts. This isa personal reaction. 

Mr. Founrarn. We are happy to have Dr. Tom Graves with us this 
morning. Dr. Graves, who is the Assistant Division Chief for Fed- 
tral-State relations in the Bureau of the Budget, has been following 
the work of our committee in the field of intergovernmental relations. 
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Mr. Peterson, am I correct in concluding from your testimony this 
morning, and from the testimony of your associates, that Federal-State 
cooperative effort is in general a desirable arrangement, and is work- 
ing well in the grant programs administered by the Department of 
Agriculture? 

Mr. Prererson. That is our general conclusion, Mr. Chairman. 

I should like to say, further, that if there is no Federal-State co- 
operative effort, and if the general public, regardless of where it may 
be, finds need for governmental services, and the Federal Government 
enters in response to that expressed need without the State coopera- 
tion, it is my judgment, and I think recent history bears it out—I say 
recent history—over the past quarter century—the States tend to be- 
come progressively appendages of the Federal Government, and I 
think that is a trend we should all be concerned about, and therefore 
I think the area of Federal-State cooperation has very great signifi- 
cance to the preservation of our republican structure, our representa- 
tive form of government, itself. 

Mr. Fountartn. Mr. Michel, do you have further questions ? 

Mr. Micuet. No. 

Mr. Fountain. I have concluded my questioning. 

Is there any additional information or further observations which 
you, Mr. Wells, or the others would like to add to what has already 
been said ? 

Mr. Pererson. I don’t think so, Mr. Chairman. 

I want to say this much further: That, if there is any additional 
material bearing upon the programs for which we have responsibility 
that will be helpful to you and to your committee, we would cer tainly 
be most happy to provide them. I think this is one of the very im- 
portant areas in the whole governmental process. We certainly want 
to do our part in helping to make the best possible arrangement be- 
tween the several levels of government. 

Mr. Founrarn. I want to thank you and your associate, Mr. Peter- 
son, for coming and bringing us up to date on problems within your 
jurisdiction in the field of Federal-State relations. 

The committee will stand recessed until further call of the Chair. 

(Whereupon, at 12:21 p. m., the subcommittee adjourned, to re- 
convene at the call of the Chair.) 
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WEDNESDAY, APRIL 2, 1958 


Houser or REPRESENTATIVES, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE, 
Washington, D.C. 

The subcommittee met at 10 a. m., Hon. L. H. Fountain, chairman 
of the subcommittee, presiding. 

Present : Representatives Fountain, Dwyer, Michel, and May. 

Also present: James R. Naughton, counsel, and Dr. Delphis C. 
Goldberg, professional staff member. 

Mr. Fountrarn. The subcommittee will come to order. 

Let the record show that a quorum is present. 

I would like to make a brief opening statement relative to the pur- 
pose of this hearing. 

Under the Legislative Reorganization Act of 1946, the Committee 
on Government Operations has the duty of studying intergovern- 
mental relations between the United States and the States and munici- 
palities. This responsibility has been delegated to the Intergovern- 
mental Relations Subcommittee. 

The subcommittee’s work in the field of intergovernmental rela- 
tions has been planned with two objectives in mind: First, to carry 
out its general responsibility for studying Federal-State-local rela- 
tions, with particular emphasis on grant-in-aid programs, and second, 
to evaluate the recommendations of the Kestnbaum Commission and to 
find out what action, if any, is being and should be taken concerning 
them. 

The present hearings represent the final stage in the subcommittee’s 
current study of this subject. These hearings have been arranged to 
examine the functioning of the Federal-State-local programs, using 
as background information the views previously expressed by Federal 
officials in response to the subcommittee’s 1956 questionnaire and the 
data collected from State and local officials by questionnaire and in 
regional hearings. 

In general, the subcommittee is seeking evidence bearing on two 
types of problems: (1) Whether the existing division of responsibility 
between the national and other levels of government is proper and 
satisfactory, and (2) whether and by what means intergovernmental 
cooperation can be improved in the grant-in-aid programs and their 
operation made more efficient and economical. 

Upon the completion of these hearings, the subcommittee hopes to 
prepare a useful report on its findings. 
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This morning we have with us representatives of the Housing and 
Home Finance Agency. Our first witness will be Mr. Albert M. Cole, 
the Administrator of the agency. I believe, Mr. Cole, you are a 
former Member of the Congress from the State of Kansas. We are 
very happy to have you with us. I believe you have a prepared 
statement, which we would be pleased to hear at this time. 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, HOUSING 
AND HOME FINANCE AGENCY; ACCOMPANIED BY RICHARD 
L. STEINER, COMMISSIONER, URBAN RENEWAL ADMINISTRA- 
TION; AND JOHN D. CURRIE, DEPUTY COMMISSIONER, PUBLIC 
HOUSING ADMINISTRATION 


Mr. Cote. Thank you, Mr. Chairman and members of the committee. 
I am delighted to have the opportunity to discuss with your committee 
today the important subject of intergovernmental relations, to express 
to you some of my own views on this subject, and to outline the rela- 
tionship of the programs of the Housing and Home Finance Agency 
to the matters involved in your studies. 

Parenthetically, may I add I do believe you are undertaking a very 
important study. I congratulate you upon this effort. I think it is 
of long-range as well as of short-range importance to our government, 
both Federal and local. 

As I am sure your committee knows, this administration from its 
very first days has emphasized the importance of vigorous and self- 
reliant local government. The administration believes that excessive 
paternalism and centralization of powers in the National Government 
are contrary to basic American traditions, and that the people are best 
served when the units of government closest to them assume and com- 
petently discharge a maximum degree of responsibiilty for local affairs. 
The programs of the Housing and Home Finance Agency are being 
administered in full accord with these concepts. 

I think it is important to recognize, as we approach this subject, 
that when we speak of vigorous or effective local government we are 
talking of something much more complex than merely the formal allo- 
cation of legal powers as between different units or levels of govern- 
ment. There is more involved than determining what legal functions 
should be assigned to cities, or to counties, or to States; more than 
determining what sources of tax revenue should be available to each. 
Equally important is the vitality of local government, its responsive- 
ness to the needs of the people it serves, its competence in understand- 
ing and meeting its legal responsibilities. I am happy to be able to 
say to you with deep conviction that in my judgment the programs 
of the Housing and Home Finance Agency are making a constructive 
and vital contribution in this important area, day by day and month 
by month. 

For example, as I shall develop later in a little more detail, the 
workable-program concept introduced into urban renewal in the Hous- 
ing Act of 1954 has now led over 400 local communities to undertake 
a sober and searching examination of their own local problems of pre- 
venting slums and blight and planning for future growth. This task 
of local self-diagnosis would be well worth the doing for its own sake 
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alone, but the process does not stop there. The very process of com- 
ing to grips with the realities of a community’s problems automati- 
cally sets in motion a critical examination of the adequacy of the ma- 
chinery of local government—technical, administrative, and finan- 
cial—to cope with those problems. 

Thus, the workable program process in scores of cities is leading to 
a chain of creative steps—new local laws, new experiments in organi- 

zation to coordinate related planning and related programs. I want 
to avoid exaggeration, but I think that it is fair to say that the work- 
able program approach has shown that it can and does contribute 
importantly to revitalizing the processes of local government in the 
whole complex area of housing and urban renewal ‘and growth. 

Again, the process does not end here. Every urban renewal proj- 

ect that is successfully carried through represents, fundamentally, a 
local accomplishment. True, financial assistance and some technical 
guidance are furnished by the Federal Government; but the hard 
tasks of planning, of identifying and solving community problems, 
and of translating those decisions into action—these are things that 
the local community has successfully done for itself. There is an old 
maxim that a child must walk before it can run. Urban renewal is 
one of the most complex undertakings man has ever devised, and the 
size of the total task is awe inspiring. Nevertheless, every successful 
project by that much hardens the muscle of local government and 
increases its ability to take the next step. 

Again, through matching grants under section 701 of the Housing 
Act of 1954 we are bringing ¢ constructive planning aid—provided by 
State, not Federal, agencies—to some 598 communities and 10 metro- 
politan areas. This upsurge has served to strengthen the resources 
and skills of every statewide planning agency which existed at the 
time the act was passed, and has been a moving factor in bringing 
into existence enabling legislation authorizing such agencies in some 
31 States where none existed before. 

I could cite other examples from the results of other Agency pro- 
grams—those of the Community Facilities Administration, the Pub- 
lic Housing Administration, and the Federal Housing Administra- 
tion. The point I want to stress is that these are tangible, construc- 
tive results of great practical importance in the complex field of inter- 
governmental relations which are foreshadowed by the coming 
growth in our urban population. 

I turn now, Mr. Chairman, to the more specific matters which your 
letter requested that I discuss. I take it that your primary interest 
is in the grant-in-aid programs administered by the Agency and, per- 
haps secondarily, in the loan programs to the extent that they involve 
relations with ‘other levels of government. Since these programs 
were described in full in our reply to the subcommittee’s question- 
naire in 1956, and I’m sure you are generally familiar with them, I 
shall not take the time today to repeat this description. However, to 
provide a point of reference, it may be helpful to the committee if I 
simply enumerate the loan and grant programs administered by the 
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Agency. Grouped under the constituent organization which admin- 
isters them, these programs are: 


COMMUNITY FACILITIES ADMINISTRATION 


1. Public facility loans to State and local governments to finance 
construction of essential public works. 

2. Advances to State and local governments for the planning of a 
reservoir of public works. 

3. Loans to institutions of higher learning to finance student and 
faculty housing and related services and facilities. 


PUBLIC HOUSING ADMINISTRATION 


1. Financial aid—annual contributions—for housing owned and 
operated by local housing authorities and limited to occupancy by 
low-income families unable to afford decent private housing in the 
locality. 

URBAN RENEWAL ADMINISTRATION 


Planning advances, loans, and grants to local public agencies 
for projects to clear and redevelop slums and to rehabilitate and 
improve blighted areas to prevent slums. 

2. Grants to State, metropolitan, and regional planning agencies 
for urban planning assistance for municipalities, counties, and metro- 
eer and regional areas. 

Demonstration grants to aid localities in developing, testing, and 
reporting on improved techniques for preventing and eliminating 
slums and urban blight. 

You have asked whether we favor the existing division of program 
responsibility between the Agency and State ‘and/or local govern- 
ments. As you know, most of our loan and grant programs involve a 
direct administrative and financial relationship between the Federal 
Government and the localities. State participation has normally 
consisted chiefly of the passage of appropriate enabling legislation. 
A notable exception to this general rule is the program of Federal 
grants for urban and metropolitan planning in which many States 
are now participating. The development of such a basic framework 
of relationships was not a result of Federal choice or policy, but 

‘ather of the nature, objectives, and circumstances of these programs. 
Given these objectives and circumstances, I believe the intergovern- 
mental responsibilities and relationships involved have been basically 
sound. 

From their inception, these programs have laid heavy emphasis on 
local initiative, local responsibility, and local action. The role of the 
Federal Government in these programs has always been to stimulate 
and to assist responsible local action, but never to supplant it. In- 
deed, as I have indicated in my opening remarks, I sincerely believe 
that the net effect of these programs over the years has been to greatly 
strengthen the responsibility and capacity of local governments to 
cope with their housing, community-facilities, and urban-renewal 
problems. 

The studies of the Commission on Intergovernmental Relations 
generally support these conclusions, I believe. The Commission did, 
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as you know, recommend certain additional actions designed to fur- 
ther strengthen the role of the States and localities in the programs 
administered by the Housing and Home Finance Agency. As re- 
ported in the Agency’s response to the subcommittee’s 1956 question- 
naire, much has already been done to carry out these recommendations. 
I think it is clear that more can be done. This is particularly true, 
I believe, in regard to the Commission’s recommendations for enlarg- 
ing and strengthening the role of the States. 

To be more specific, the following are illustrative of actions that 
would benefit and support these progress. Some of these suggestions 
were included in our report of 2 years ago in response to your com- 
mittee’s questionnaire. 


1. STATE LEGISLATIVE ACTIONS 


(a) Enactment of legislation in additional States conveying broad 
powers to local public agencies in order to permit them to deal effec- 
tively with problems of slums and blight. There still remain 10, and 
I believe today it is 9, States which do not have legislation enabling 
Federal assistance for this purpose. 

(6) Development of legislation and programs to facilitate the sim- 
plification of jur isdictional problems in metropolitan areas by con- 
solidation or otherwise. 

(c) Enactment or amendment of legislation which would permit the 
city or a single administrative agency in the city to act as the local 
public agency to deal with urban renewal, housing, community plan- 
ning, and other related problems. 

(d) Enactment or amendment of legislation in support of metro- 
politan and regional planning agencies and their function of metro- 
politan and regional planning. A number of the States are deficient 
in this respect. 

(e) Extension to municipalities of greater local authority and 
greater power to borrow and tax so that their means for financial 
planning, urban-renewal, and housing activities are not too strictly 
limited. 

(f) Modification of self-imposed restrictions of States (through 
State constitutions, statutes, and practices) which limit their ability 
to render adequate State aid to local governments. 


2. STATE ASSISTANCE TO LOCALITIES 


We endorse the recommendation of the Joint Federal-State Action 
Committee that each State establish a special agency for urban de- 
velopment, housing, and metropolitan planning and assume, as an 

early function, responsibility for financially assisting the local plan- 
ning of urban-renewal projects. 

We believe that the followi ing types of beneficial assistance could be 
rendered through such a State agency or, possibly, otherwise : 

(a) Provide “advisory services to communities in planning, hous- 
ing, community facilities, urban renewal, including development of 
urban-renewal projects, code adoption and enforcement, zoning, et 
cetera. 

(6) Take the lead in providing aid in planning and other tech- 
nical services to cities unable to provide or justify full-time planning 
and advisory staff. 
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(c) Assist cities and towns in developing their workable programs 
for the prevention and elimination of slums and blight where they 
are limited in staff and resources for this purpose. I shall have more 
to say later as to the importance of the workable program in this 
process. 

(d) Provide technical assistance and coordinate planning on a 
metropolitan and regional area basis, including the negotiation of con- 
tracts or agreements with other States involving planning of metro- 
politan or regional areas extending across State lines. This function 
is, of course, coupled with the basic need of an appropriate frame- 
work of State legislation mentioned earlier. I wish to place par- 
ticular emphasis on the importance and significance of this matter. 
Urban problems are difficult enough of solution when they are con- 
fined to a single local jurisdiction, but the complexity and difficulty 
seem to increase geometrically when the problem (which occurs in- 
creasingly) spreads over several local jurisdictions, and even over 
State boundaries. 

Perhaps the greatest problems of intergovernmental cooperation, 
affecting particularly the urban-renewal and community-facilities pro- 
grams, are those relating to the governmental complexity of metro- 
politan urban areas which contain a high and dramatically increasing 
proportion of the Nation’s population. I don’t mean to imply that 
these problems can best be solved by State action alone. These, more 
than any others, will require application of the combined resources of 
all levels of government, and I doubt if any of us at present feels 
competent and confident to judge what the relative roles should best 
be. Your committee and the Commission on Intergovernmental Rela- 
tions have, I know, been alert to the significance of this problem. I 
trust that from your studies may come the guidelines for solution. 


3. LOCAL ACTIONS 


(a2) Local governments should improve their legal, organizational, 
and administrative capacities to deal with urban-renewal and housing 
problems. 

(6) More communities should embrace the workable-program con- 
cept and devote themselves to faster, fuller progress in attaining its 
objectives. The provision in the Housing Act of 1954 of a com- 
munity’s own workable program for the prevention and elimination 
of slums and blight as a prerequisite to Federal aids for urban renewal 
and low-rent housing has given a great stimulus to the improvement 
of local actions supporting these programs and has undoubtedly con- 
tributed a great deal to better local-Federal relationships. At the end 
of February this year, 439 communities had approved workable pro- 
grams, the programs in 186 communities had been recertified for 1 or 
more years, and only 10 communities had failed to seek recertification 
of their programs once initiated. New programs were in process in 
165 additional localities. The workable program has become the 
rallying point in many cities and towns for sound community devel- 
opment. 

(c) We believe that most local governments can and, desirably, 
should eventually bear the total cost of planning and an increased 
share of project costs for urban renewal, with State assistance, if 
necessary. 
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While I have dealt at some length with the desirability of various 
State and local actions, I am not at all unmindful of the role of the 
Federal Government and its responsibilities. You have asked for a 
description of significant administrative actions recently taken or 
planned by the Agency to improve the operation of the programs and 
to promote better inter governmental cooperation. 

We are continuously reviewing and revising regulations and pro- 
cedures to simplify them, to eliminate any unnecessary requirements, 
to minimize Federal direction and control, and to promote the highest 
efficiency of operations at both the Federal and local levels consistent 
with maintenance of appropriate responsibility in the expenditure of 
public funds. A special task force was assigned to speed up this 
process for the rapidly expanding and evolving urban-renewal 
program. 

We have in recent years, as you know, decentralized our urban- 
renewal operations through, first, 6 and, recently, 7 7 regional offices for 
the purpose of bringing these operations much closer to the com- 
munities involved in the program so that they could be served more 
promptly and efficiently. As the program has expanded, we have 
endeavored to increase staff resources sufficient to maintain and pro- 
mote efficient and economical operations for ourselves and the local 
agencies. 

Coupled with the decentralization has been a progressive delegation 
to regional officials of authorities for actions previously reserved to 
the Washington office in the interest of expediting action and affecting 
closer relationships with local agencies. 

The central office staff structure of the Urban Renewal Administra- 
tion has been reorganized to achieve more efficient and effective pro- 
gram operations, particularly i in speeding up the process of reviewing 
local submissions. 

A more simplified workable program procedure has been developed 
for the use of small localities in recognition of the differences in the 
needs and resources of such communities for carrying out a workable 
program as compared to the larger urban centers. 

Pursuant to provisions in the 1954 act, we have established an Ur- 
ban Renewal Service for the purpose of assisting communities in solv- 
ing complex technical problems arising in connection with the de- 
velopment of workable programs, urban renewal projects, and related 
undertakings. 

A provision of the Housing Act of 1957 has been put into effect 
which permits, at the election of the local public agency, an alternative 
method of computing the Federal capital grant for an urban renewal 
project on the basis of three-fourths of the net project cost (rather 
than the usual two-thirds) where the local agency bears planning, ad- 
ministrative and legal costs at its own expense. When this formula 
is elected by the local agency, Federal supervision and review of the 
planning process can be greatly simplified and reduced. 

The program of assistance for metropolitan planning has stimulated 
the formation or reactivation of many metropolitan planning agencies. 
This program is being administered so as to encourage interstate co- 
operation in the planning of metropolitan areas which lie across State 
lines. 
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You have also asked for a description of any major legislation con- 
sidered necessary or desirable to improve the operation of our pro- 
grams. I have previously noted the needs for State legislative action. 
At the Federal level there are four measures proposed this year by this 
administration which have a direct bearing on intergovernmental re- 
lationships in the conduct of the urban renewal program. 

These, among other measures, are contained in H. R. 11173, intro- 
duced in the House by Congressman Talle, and S. 3399, introduced in 
the Senate by Senator Capehart. These bills are now before the 
Banking and Currency Committees of the House and the Senate. 

Mr. Founrarn. Right at this point, what is the status of those bills? 

Mr. Corr. My understanding is, Mr. Fountain, the Senate commit- 
tee will undertake hearings on the Senate bill first, and I understand it 
will be some time in the latter part of April or the first part of May. 
The House committee has given us to understand they will await ac- 
tion by the Senate committee before they undertake hearings. 

Mr. Fountarn. Go right ahead. 

Mr. Coz. This is just a hearsay understanding on my part. 

The first of these would provide 2 types of — planning 
rather than 3 as at present. The planning of specific projects would 
continue as at the present time, but, in lieu of general neighborhood 
renewal planning and studies to determine the feasibility of proposed 
urban renewal projects, there would be substituted planning which 
would involve the preparation or completion of community renewal 

rograms. Such programs would identify and measure slums and 
lighted areas in the community, would evaluate the financial and other 
resources needed and available to improve such areas and would sched- 
ule renewal projects and activities to be undertaken in the community. 

These community renewal programs would provide a framework 
for public improvements and facilities designed to serve urban renewal 
areas. The public improvements and facilities which are otherwise 
eligible could be credited as local grants-in-aid to specific urban re- 
newal projects so long as they are not commenced more than 5 years 
before the project loan and grant contract. 

This amendment would encourage cities to plan urban renewal on a 
longer-range basis and to better integrate and coordinate such plan- 
ning with programs for public improvements and facilities, financed 
either with State or local funds, or both. 

The second proposal would provide flexibility in the required ele- 
ments of the urban renewal plan which the Administrator must ap- 
prove. Only those elements of the urban renewal plan which he deems 
necessary for the making of loans and grants for project execution 
would be required. Experience indicates that the present requirement 
for a complete plan, as now described by law, delays commencement of 
land acquisition and project execution. The proposed change would 
provide flexibility needed to expedite project execution and permit 
simplification of project procedures and documentation that add to 
the burden of paperwork. 

This third proposal would authorize obligational authority for 
capital grants to urban renewal projects to become available over a 6- 
year period. It would also authorize a schedule of declining capital 
grants depending upon the date of contract execution, as follows: be- 
fore July 1, 1959, two-thirds; between July 1, 1959, and June 30, 1960, 
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60 percent; between July 1, 1960, and June 30, 1961, 55 percent; and 
thereafter, 50 percent. Projects would continue to be approved on a 
three-fourths Federal share basis as authorized under existing law 
enacted in 1957 and applicable where the community bears all expenses 
of planning, surveys, legal services, and administrative costs; but 
corresponding changes would be made to conform to the scheduled re- 
duction of projects on the two-thirds basis. The enactment of the 
proposed 6-year authorization would provide an assurance of con- 
tinued Federal support of the urban renewal program and permit 
a confident forward planning of programs in hght of a clear statu- 
tory statement of Federal participation. ‘ 

The fourth proposal would amend title I of the Housing Act of 
1949 to provide for Federal grants for a share of the urban renewal 

lanning costs in lieu of advances authorized under the existing legis- 
fation. Under the present system the community makes no contribu- 
tion to the cost of planning a project until and unless the project is 
actually undertaken. Under the proposed change the community 
would bear the same proportion of planning costs as for project costs 
under the same declining schedule for Federal grants as given above 
with respect to projects costs. 

We believe that these proposed amendments would, in addition to 
the advantages already indicated, accomplish the following from the 
standpoint of intergovernmental relations: Encourage States and 
localities to assume a larger share of the responsibility for, and a 
greater degree of financial participation in, the project planning 
phase; give communities a greater stake in the planning of projects, 
thus minimizing the number of projects for which planning might be 
started and then discontinued before reaching the execution stage: 
lessen the need for Federal administrative reviews and controls; and 
result in greater economies of operation. 

You have asked whether the views with respect to applicable recom- 
mendations of the Commission on Intergovernmental Relations, ex- 
pressed by this Agency in response to the subcommittee’s 1956 ques- 
tionnaire, fully and accurately represent the Agency’s present posi- 
tion and whether additional action has been taken since that time to 
implement Commission recommendations. The answer is “Yes” on 
both counts. We are in accord with most of the Commission’s recom- 
mendations pertaining to housing agency programs; particularly with 
respect to increased State and local action and participation. The 
Federal administrative actions and the legislative proposals which I 
have discussed could also, I believe, all be identified as implementing 
one or another of the recommendations made by the Commission. 

I appreciate, Mr. Chairman, that in my discussion I may have over- 
looked some specific matters which may be of interest to the committee 
or its individual members. These are complex and widespread pro- 
grams with a multitude of relationships. Representatives of the three 
constituents of our Agency, having operations involved in these hear- 
ings, are here and will be glad to join with me in answering, to the ex- 
tent of our ability, any questions you may have. 

Mr. Founrarn. Thank you very much, Mr. Cole, for a well-thought- 
out statement responding to the basic points raised in our letter. I 
believe, according to your testimony, that 39 States have now passed 
enabling legislation to permit their local units to participate in the 
urban renewal program; is that right ? 
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Mr. Cote. Yes; and also the District of Columbia and four Terri- 
tories. 

Mr. Fountain. If you prefer to have any of these questions an- 
swered by someone else from your Agency, simply refer the question to 
that individual. 

Have you encountered the situation where a State has passed an 
enabling act, but because of its tight controls on local government, 
does not permit the municipalities to take the necessary ¢ actions, such 
as revising building codes, to meet your Agency’s requirements / 

Mr. Core. Mr. Chairman, I shall answer that, and then possibly 

call upon Mr. Steiner to amplify it. We have found that some States 
have enacted legislation in the beginnings of the programs, which, in 
our judgment, was not broad enough or flexible enough to permit the 
localities to undertake all of the programs provided by the Federal 
Government. 

Now, Mr. Steiner, do you have any further comment on that ? 

Mr. Steiner is Commissioner of the Urban Renewal Administration. 

Mr. Fountarn. Mr. Steiner. 

Mr. Sterner. There are several States in which some activity has 
been initiated which is of a more limited type. Generally speaking, 
the State laws which have been passed have been upheld by the supreme 
courts in those States, but these laws vary considerably fr om State to 
State, and a few of them do not permit full participation in all of the 
benefits of the title I urban renewal program. 

Mr. Fountarn. Dr. Goldberg. 

Mr. Goipperc. I think the kind of situation the chairman has in 
mind is one which was brought to our attention by the mayor of 
Wheeling, W. Va. The subcommittee was informed that the State 
has passed an enabling act which theoretically permits Wheeling to 
participate in the urban renewal program, but that the city’s general 
corporate powers under State law are not sufficiently broad to enable 
them to adopt the housing codes which are required by your Agency 
in order for the city to be eligible for a capital grant. 

Mr. Srerner. I'am not familiar, I am sor ry, with that particular 
situation; Mr. Zimmerman, the General Counsel, is here. I don’t 
know whether he happens to be familiar with it or not. 

Usually it is my understanding that the housing code, the authority 
to enact and enforce housing codes, derives from the very broad police 
power concept, rather than from specific enabling legislation. Mr. 
Zimmerman may have some further comment on that. 

Mr. ZimMeRMAN. I am not familiar with the West Virginia sit- 
uation. 

Mr. Corr. Would you like us to furnish that for the record ? 

Mr. Gorppera. I believe it would help us. 

(The information is as follows :) 


HovUSsING AND HoME FINANCE AGENCY, URBAN RENEWAL ADMINISTRATION 


POLICY AS TO LEGISLATION NECESSARY TO CARRY OUT WORKABLE PROGRAMS AND 
PROJECTS 


We cannot make financial assistance available to a community to undertake 
a specific urban renewal project unless the community has the authority under 
State and local law to carry out a project of the type proposed. However, a 
workable program may be approved even though a community does not yet have 
all the legal authority necessary to do everything contemplated under that 


Se 


we 


‘ 


r 


Pr 

a 
re 
at 


FEDERAL-STATE-LOCAL RELATIONS S3 


workable program. With respect to the latter we have always felt that we can 
and should gage a community’s accomplishments by a flexible standard. We 
have to rely primarily upon progress and we should expect more from those 
cities which are already far advanced in bettering their conditions than from 
cities which are not yet so far along the road to eliminating and preventing 
slums and blight. If a community does not have all the legislation which it may 
need to carry out its workable program but reasonable steps are being taken 
within the State to consider and enact the missing legislative tools, we would not 
hold up approval of a workable program until the legislation is actually in 
existence. In other words, we do take full account of different local situations 
and are primarily interested in the workable program as an expression of the 
community’s own program to deal with its own problems, presented in good faith 
and with a clear determination to carry the program through to accomplishment. 

In this connection the subcommittee has specifically referred to legislation 
authorizing the adoption of housing codes. The maintenance of decent standards 
in existing housing through the enactment and enforcemet of adequate codes is, 
of course, an essential phase of any realistic program for the prevention and 
elimination of blight. It is hard for me to conceive of a situation in which a 
State government would not in some way make available the authority to do this 
for any local governments lacking this power when the need for it is brought 
clearly to its attention. 

Housing standards may be enacted in separate housing codes or may be con- 
tained in other codes, ordinances, or regulations. The most important thing is 
the substance rather than the form. It is our understanding that generally the 
authority of a municipality to adopt a housing code stems from its general police 
powers and that specific statutory authorization ordinarily is not essential. 
However, it is noted that under the provisions of sections 494 (1) to 494 (5) of 
the West Virginia Code of 1955, municipalities are authorized to adopt ordinances 
regulating the repair, closing and/or demolition of buildings unfit for human 
habitation. Section 106 of Wheeling, W. Va. building and plumbing code (1946) 
appears to have been enacted under the authority of the 1955 code citation. It 
has been suggested that the addition of certain standards might enable the city 
ordinance to meet the requirements usually contained in a separate housing 
code and, therefore, eliminate the necessity for additional State legislation. Also, 
it may be that other authority for housing codes can be found in West Virginia 
laws conferring general powers upon municipalities. These are matters more 
within the purview of counsel familiar with the legislation and precedent in 


the particular State. 

Mr. Fountatn. I believe it would. Most States maintain tight con- 
trol over local governments, do they not ? 

Mr. Core. Yes. As I understand the relationship between States 
and municipalities, this is legislatively, historically true. 

Mr. Founratn. Do you think that tradition may, to some extent, 
influence the willingness of the States to give local governments more 
authority / 

Mr. Cote. Mr. Chairman, prior to my statement this morning I com- 
mented upon the chairman’s experience in the State senate and on my 
experience in the State senate. Weare familiar with the various forces 
that come to bear upon State legislatures. It is true, Mr. Chairman, 
that many States feel—many governors have the feeling, many mayors. 
of large and smaller c ities—that the representation found in State leg- 
islatures causes them to not give the attention to the great urban areas 
that. some of the mayors think is required. 

This statement on my part is made rather carefully, as you see, 
because it is not our position, as Federal officials, to tell the States how 
they should enact their laws, but, nevertheless, it is a fact with which 
everyone is familiar that there is a difficult situation arising between 
the rural members of the legislature and the urban members of the 
legislature. This is a fact and a known fact. Is it right or is it not 

right? Weare not ina position tosay. But there is no question but 
it poses a real problem. 
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Mr. Founrarn. I note on page 11 of your testimony you say— 


a more simplified workable-program procedure has been developed for the use of 
small localities in recognition of the differences in the needs and resources of such 
communities for carrying out a workable program as compared to the larger 
urban centers. 

Does this mean your Agency has a flexible policy for dealing with 
localities under the conditions where a community finds it difficult or 
even impossible to comply with your Agency’s normal requirements 
because of State impediments ? 

Mr. Cote. Well, not primarily—not primarily. We recognize that 
a city, for example, such as Chicago, has capacity, resources, techni- 
cians, and techniques available to it which are not available to a town 
like my residence out in Kansas, with a population of 2,075. 

On the other hand, we believe that the town of 2,075 has the same 
responsibility, if it is asking for assistance on the part of the Federal 
Government, to examine what it can and should do to plan its future 
growth, to prevent the spread of blight and slums; in other words, to 
have a workable program. We think that it should examine its pro- 
grams and its laws and its financial capacity and its community 
response to such programs, just as we believe that Chicago should do. 

Therefore, while our basic concept is the same, we attempt to imple- 
ment our regulations in such a way that we will recognize the difference 
between the organization, financial, and the technical capabilities in 
these two communities. 

Mr. Fountrat1n. Then you do have the authority under the law, and 
I assume you use that authority, to give small communities special 
consideration to encourage their participation in the program? 

Mr. Corr. Yes. May Is say we think it has worked very satisfac- 
torily, very well. We have had very little complaint about it. 

Mr. Fountrarn. We found during our regional hearings that the 
mayors of some of the large cities prefer to deal directly w ‘ith Federal 
agencies on grant-in-aid programs. On the other hand, the Joint 
Federal-State Action Committee recommended in its December 1957 
progress report that State governments should participate more ac- 
tively in the urban-renewal program, and you commented upon and 
expressed } your approval of that point of view. Can you give the sub- 
committee information as to the extent to which States are now par- 
ticipating, financially and administratively, in urban-renewal work? 

Mr. Coz. This would vary, Mr. Chairman. Some States are quite 
importantly involved, such as New York and Pennsylvania. Other 
than a general statement, which I will make, I will then call on Mr. 
Steiner to make a further statement. It is my idea that we should 
furnish for the record a more specific statement about the situation, 
because you will find a differentiation. New York, Pennsylvania 

Mr. Srerner. Connecticut, in disaster areas, assists projects. IIl- 
inois, I think, at one time provided some financial assistance. They 
still exercise, I think, certain administrative and approval control, 
and in Massachusetts, I think, the State housing board exercises an 
administrative and approval control over the actions of the individual 
cities. Those are the ones that come quickly to mind, but we would 
be glad to check it out carefully and furnish you a statement, if you 
would like to have it. 
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Mr. Fountatn. What about New Jersey? Mr. May and Mr. Michel 
are here from Connecticut and Illinois, and Mrs. Dwyer from the State 
of New Jersey. 

Mr. Sterner. I don’t recall at the moment any State supervision as 
to the urban-renewal program in New Jersey. Now, in the urban- 
planning-assistance program, New Jersey has been quite active in 
rendering financial assistance to the small cities. 

Mr. Fountain. We would appreciate your submitting for the record 
more complete information on this matter. 

(The information requested is as follows :) 


Housing AND HOME FINANCE AGENCY, URBAN RENEWAL ADMINISTRATION 


STATUTES AUTHORIZING STATE FINANCIAL ASSISTANCE TO LOCALITIES FOR URBAN 
RENEWAL PROJECTS 


The following information is based on the most current information available 
and, hence, is not necessarily comprehensive. 


Illinois 


Annotated Statutes, chapter 6714, sections 53-62: These sections provide for 
grants of State funds to local housing authorities and land-clearance commis- 
sions to be used for housing projects and urban-renewal purposes. The grants 
are made on the basis of population (proportion of population in area serviced 
by housing authority or land-clearance commission to total population of entire 
State) and need not be matched by the locality. 

Sections 83 and 93: These sections provide for State grants to land-clearance 
commissions and housing authorities for urban-renewal projects and relocation 
housing. The grants are based on need, and must be matched by the locality. 
The local share is raised by bond issuances. 


Massachusetts 


Chapter 121. Annotated Laws of Massachusetts, section 26RR: This section 
provides for a guaranty by the State of the payment of notes and for bonds 
issued by local housing authorities to finance the cost of relocation housing 
projects. 

Resolves of 1957, chapter 96, approved June 7, 1957: This resolve establishes 
a special State commission to study State assistance to local communities during 
the planning phase of urban redevelopment. 


Minnesota 


Chapter 439, Laws of 1957, approved April 13, 1957: This law provides for the 
conveyance, without remuneration, of certain State-owned land, acquired as a 
result of tax forfeitures, to the St. Paul Redevelopment Authority to implement 
its redevelopment program. 

Chapter 810, Laws of 1957, approved April 27, 1957: This law adds a provision 
to the Minnesota urban-renewal law authorizing State public bodies to extend 
broad assistance to localities for urban redevelopment projects, including land 
conveyances, paying off of local bonds and loans, and contributions. 

New Jersey 

Annotated Statutes, title 55, chapter 14H, section 19: This section authorizes 
the State public housing and development authority (part of the State depart- 
ment of conservation and economic development) to enter into agreements with 
local housing authorities or municipalities so as to provide periodic subsidies 
to such authorities or municipalities to aid them in the “clearance, replanning, de- 
velopment or redevelopment of blighted or slum areas.” Subsidy shall not ex- 
ceed 1 percent of the development cost of a project. Total subsidies shall not 
exceed $1 million per year. 


New York 
Chapter 15, Session Laws of 1954: This law empowers the State commis- 
sioner of housing to enter into loan contracts with cities, towns, villages, and 


housing authorities for slum clearance and low-rent housing purposes. The 
issuance and sale of bonds provides State funds for the loans. 
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Pennsylvania 


Housing and redevelopment assistance law—35 Pennsylvania Statutes Anno- 
tated (Purdon), sections 1661-1676: This law provides for State grants to re- 
development authorities in the furtherance of redevelopment projects. The grants 


cannot exceed 35 percent of land acquisition, development, construction, and 
preoccupancy costs. 


Rhode Island 

Public Laws of 1956, chapter 3654, section 87: This law provides for extension 
of broad assistance by State public bodies to localities in furtherance of slum 
clearance and urban renewal including conveyances of property, furnishing of 


public works and services with or without remuneration and provision of loans, 
grants, and contributions to local redevelopment agencies. 


Puerto Rico 

Laws of Puerto Rico Annotated, title 17, section 65: This law empowers the 
Commonwealth to convey public lands to the Puerto Rico housing authority or 
any municipal housing authority without remuneration in connection with any 
low-cost housing or slum clearance project. 

Mr. May. Mr. Chairman, Connecticut, in a special session right now, 
is considering further grants on the urban renewal program, which 
they haven’t done before. 

Mr. Fountarn. Mr. Michel, and Mrs. Dwyer, do you have any ques- 
tions along this line? 

Mrs. Dwyer. No questions. 

Mr. Fountarn. Under the present formula, as I understand it, the 
local sponsor of a urban renewal project must supply one-third of the 
net project cost, with the Federal Government contributing two-thirds ; 
is that right ? 

Mr. Cots. That is right. 

Mr. Founrarn. Do you consider this ratio an appropriate one, both 
for stimulating renewal efforts and for protecting Federal funds, or 
would you recommend any change in that formula 

Mr. Corr. You are speaking of the capital grant formula? 

Mr. Fountatn. Yes. 

Mr. Cote. Mr. Chairman, as you know, the administration has rec- 
ommended a change in the formula. We feel that the States and/or 
cities can undertake a greater proportion of the capital grants. 

I recognize the problems involved in this request of ours. I recog- 
nize there are difficulties involved, because the solution isn’t easy—it 
really isn’t easy. But this request is based, first, on the idea that 
Federal grants should be on a matching basis. This is a philosophical 
idea having to do with the maintaining of the strength and of the—I 
started to use the word “integrity”—I will use it and then maybe you 
will want to change it—to make it more definitive—the strength of the 
States. This is a strong philosophical opinion which we in the admin- 
istration have. 

Now, the ballast against that is the difficulty, of course, with which 
we are faced, the States and the cities are faced, to raise sufficient funds 
with which to accomplish the objective. We believe a step should be 
made in this direction, therefore we have recommended a stepdown 
process to give the States and cities time within which to match the 
stepdown. 

Stimulation? Yes, I think it could stimulate urban renewal. We 
really believe that urban renewal must come from the desire of the 
locality. It must spring from the strong desire of the locality. Oth- 
erwise it will not work. 
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We can pass laws in the Federal Government, we can stimplate urban 
renewal through techniques, through publicity out of Washington, or 
our regional offices. However, the various factors that bear upon 
urban renewal, the vested political, economic and social interests, with 
which the locality must deal when they decide to undertake a program 
are so strong and so important, that without vigorous local support 
for the program it would not w ork. Therefore we want to strengthen 
this local support, and part of that support is local responsibility. 

Mr. Fountain. To be specific, if the local share of the costs were 
increased, in your opinion would local interest and participation in 
the program be discouraged or impaired 

Mr. Cote. If I may say so, it is a rather “iffy” question. By “if” 
I mean, let us assume that the local community can provide these funds. 
Then I think they should, and I think it will not be impaired. 

Quite honestly, however, if they can’t—I don’t mean to imply one 

way or the other, whether they can or can’t—we think they should be 
able to—but if they can’t, then it would impair it. 

Mr. Fountarn. Now with respect to some of the suggestions and 


criticisms which we ran into during the course of our regional hear- 


ings, a number of witnesses expressed the opinion that the uncertainty 
of Federal funds from year to year makes long-range planning diffi- 
cult for the cities. I believe it was suggested that the urban renewal 
program be placed on a 10-year basis. 

Would your Agency favor such a development ? 

Mr. Cote. Mr. Chairman, it is a matter of judgment. We agree 
with the basic idea that long-range planning 1 is necessary, and that 
continuity in the urban renewal program is highly important. 

We have suggested 6 years. It is a matter of judgment whether 6 
years or 10 years or 5 years means continuity. Certainly we agree 
with the basic philosophy. It is a matter of judgment whether there 
should be a termination date. 

Mr. Fountarty. What type of appropriations arrangement would 
you suggest to accomplish that? 

Mr. Cote. We have suggested a_i authority effective for 
the next fiscal year of $25 $200 million plus $50 million 
carryover—effective obligational authority of $250 million a year. 
Next year we have a $50 million carryover which we are adding to 
the $200 million, but the statement is accurate as $250 million. 

Mr. Sterner. For the first 2 years, 300 for the last 3. 

Mr. Corr. Mr. Steiner, why don’t you give this correct for the 
record ? 

Mr. Srerner. I think you have it right now. The program pro- 
posed is $250 million for the first 3 years of the 6-year period. In 
the first year, that $250 million is made up of $200 million new obli- 
gational authority and $50 million carryover from this year. In the 
last 3 years of the 6-year period, the proposal is that the new obliga- 
tion sata ity be $200 million per annum. 

Mr. Founratn. Did not the original legislation, with respect to 
public housing, have in mind long-range planning / 

Mr. Corr. Yes, I am sure. 

Mr. Fountain. Of course, within the last few years we have modi- 
fied that and made provision on a year-to-year basis, have we not ? 
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Mr. Cote. Yes, with the exception of the last year, we got a 2-vear 
extension. That is not the last year—the year before last. 

Mr. Fountain. A number of witnesses also testified in our re- 
gional hearings that the cities encounter excessive delays in securing 

our Agency’s approval for urban renewal projects. ‘For example, 
it has been said that a city must submit an excessively detailed plan 
before an agreement will be signed, and then if the redeveloper sub- 
sequently suggests any changes, these must be reprocessed by a very 
time-consuming procedure. 

I wonder if you would comment upon that, and also describe your 
procedures for processing project applications, and also for processing 
proposed changes after the original approval. 

Mr. Corn. I think it is a proper question and a fair criticism. On 
the other hand, as the mayor of one of our great cities was sitting 
in my office the other day discussing the problem of urban renewal, 

said to me, “Why can’t you get something moving? Why are you 
delaying, by all the redtape ‘and all the processing, and all of the 
shufiling of papers? Why are you delaying action on our project?’ 

I turned to Mr. Steiner, who was sitting there, and I asked him- 
I have somebody I can ask questions. It so happened that the local 
public authority in the city had failed to provide the necessary infor- 
mation or to take the necessary step for some 6 months—wasn't it 

Mr. Srerner. Quite a period of time. 

Mr. Corr. Quite a period of time. 

Mr. Fountarn. They overlooked that ¢ 

Mr. Corr. They overlooked that little point. Now, I am the first 
one, I hope, to say that delays in the Federal Government have been 
and are now greater than they should be. I wish I could say to you 
in the future that there won’t be delays. This is not the case. There 
will be delays and there will be redtape and there will be difficult 
decisions to make, which will take time. 

I say, however, that we are aware of it. We are deeply concerned 
about it. We are working very diligently, Mr. Chairman. We set 
up task forces. We have our regional administrators in here today. 
We have had our directors of community facilities in. We have our 
directors of urban renewal in next week. And one of the major things 
we are attacking is this very problem, this problem of simplifying 
procedure and setting up organizational functions which will require 
decisions to be made promptly. 

We have made long steps in the right direction in this regard. 
There are more steps yet to be taken. I think they will be taken. 
And I think we will see great improvement. I am not satisfied 
none of us is satisfied—but we see possibility of real accomplishment. 

Now, No. 2, what I said about the mayor is true with respect to 
local conditions. By the way, a mayor called me not long ago, and 
he said, “The President said you are to ace salen ate these programs. We 
would like to have our project approved next week so we can make 
a statement about it.” And because we couldn’t approve it next week 
[ had considerable trouble. But I checked up and found no decisions 
had been made by the locality for some 4 or 5 years. 

Now, you remember, it is a problem on both sides of the fence 
at least we think so. Therefore, we think the local public author- 
ities and the local cities have a real problem to accelerate. One im- 
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portant statement about redtape: Redtape is the kind of thing which 
we in the Federal Government fight all the time, but also we need to 
examine the proceedings to be sure that we are protecting the public 
interest. We must do that. We will continue to do it. But we 
must view this program with enthusiasm and with courage and move 
ahead with flexibility, and not be afraid to take certain chances. 

Now if I may ask Mr. Steiner, after that broad statement, to discuss 
the processing of the applications. 

Mr. Founrarn. Mr. Steiner. 

Mr. Sterner. The process, briefly, is the locality makes application 
to us first for planning money, for a planning advance, which is a 
loan. By Federal law they are required to obtain the consent of the 
local city council before that application is filed with us. There 
follows a period in which they plan the project, in which we try to 
work with the locality and try to render them technical assistance. 

After the first part of the planning work is done, they submit to 
us what we call an eligibility and relocation report. This report is 
intended to demonstrate that the particular project area is eligible 
under the requirements of the Federal law before further money is 
spent on planning. It is also intended to demonstrate that the prob- 
lem of rehousing the people in the area to be cleared can be solved in 
a manner which meets the standards which, again, are prescribed in 
the Federal law for the rehousing of families. 

If that report is satisfactory, they then complete their planning 
and submit to us an application for a loan and grant contract, which 
is the contract to execute the project. The application for the loan 
and grant contract, which contains the end product of their planning 
efforts, contains an urban renewal plan which indicates what is in- 
tended to be done in the area, the intended reuses. 

Let me say, it also contains a relocation plan, a financing plan, and 
several other documents. The urban renewal plan, according to Fed- 
eral law, must be approved at that point by the city council, and the 
city council must make a finding that the ‘particul: ir project plan is 
in ‘conformity with the locality’s general city plan, that Federal aid 
is needed, that maximum opportunity will be provided private enter- 
prise to participate in this project undertaking, and so forth. So the 
city council action is required at that point. 

When the city council has acted favorably upon this document, and 
also has made a finding that the rehousing of the people is feasible 
and can be handled properly, then we enter into a loan and grant 
contract. Now, you referred to possible changes and amendments. 
If, as they go forward with the ¢ arrying out of their project—if it 
appears that changes may be required in the urban renewal plan, as 
originally developed and approved by the city council, then it is nec- 
essary that the amendments to the urban renewal plan come back in 
and that they be reviewed to be sure that they still qualify under 
Federal law and Federal regulations. It is necessary also for the 
local city council to approve those amendments, since they approved 
the basic document in the first place. 

Sometimes there are other reasons for amendments. A locality 


may find that for some totally unpredictable reason they couldn't 
earry forward the project within their original budget, within the 


amounts of the money in the contract. They may come back and ask 
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us if we can give them a little more money, either increase the loan 
amount or increase the grant amount. 

Of course, this again has to go through a processing of those amend- 
ment documents. 

Mr. Founratn. Are these applications, both during the planning 
stages and also the submission of proposed changes, reviewed here in 
Washington or in the regional offices ? 

Mr. Sterner. The detailed technical review is done entirely in the 
regional offices. They do come into Washington for a quick broad 
policy review. If there are any difficult policy questions, if there are 
any close questions, if there are any matters that involve a rather 
careful judgment as to risk, or anything of that sort—those things, 
and only those things are looked at in Washington, and the utiliza- 
tion of the loan and - grant funds is authorized finally here in Wash- 
ington. 

Mr. Fountain. Where is the application approved, here or in the 
regional office ? 

Mr. Sretner. The applications are really finally approved here. We 
are in the process now of delegating out to our regional administrators 
the authority to approve the applications for survey and planning 
funds and the full and complete control of that planning process. 

We will hold here the reservation of the capital grant funds. There 
has been a good deal of demand for these funds, and we feel the only 
way that they can be controlled adequately is to maintain that control 
centrally, for the time being at least. 

Mr. Founrtarn. I assume after all these things you describe are done 
on the local scene, and the requirements met as far as the local govern- 
ment is concerned, it is then a question of approval or disapproval ? 

Mr. Sretner. Yes, sir. We do not look behind all the facts and 
figures and documentation submitted by the locality. We take a tre- 
mendous amount of that at face value. We do not make independent 
checks, except, of course, in cases where specific complaints have been 
made and we have to look at some of those things more carefully. 
But primarily we look at them to see if they are in compliance with 
Federal law and the regulations which we have felt necessary to issue 
in order to fulfill the requirements and the intent of the Federal law. 

Mr. Founratn. I guess the extent to which you can delegate final 
authority to your regional offices is dependent to a large extent upon 
the nature and caliber of your staff in the regional offices; is it not? 

Mr. Sterner. I think we have very fine staffs in our regional offices. 
We have some very, very fine people, very capable people. Unfortu- 
nately, they are somewhat short handed. The workload has mounted 
faster than the staff has been able to increase. But I think they doa 
very fine job there. Primarily, I think we hold some of these con- 
trols in Washington because it is the only effective w ay to control the 
capital grant money, plus the fact that the program is still relatively 
new and it is a kind of program that very persistently defies standardi- 
zation. 

We tried to standardize it, but each and every one of these urban 
renewal projects tends to be sort of a custom-made proposition, and 
many of them have novel policy questions. We have gotten rid of this 
double technical review, and the review we give here is a very limited 

policy review now. Increasingly, we are looking for bits and pieces 
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of the process, and different types of approvals and various actions 
which can be delegated to the regional offices, and we are constantly 
searching for these opportunities for further delegation. 

We have now in process 2 or 3 specific delegations which are being 
worked out to further delegate out to the regional offices. 

Mr. Core. If I may underscore, I like Mr. Steiner’s phrase “defies 
standardization,” I think it is excellent. I want to underscore it. 

Mr. Fountain. Does a given community, before it makes an appli- 
cation, already have on hand adequate information to enable them to 
know whom to contact and how to proceed ? 

Mr. Corr. Many oe do not. Many of them have no information 
except the fact they have read about it, or somebody said something 
about it. They begin ina aa naive fashion, without any basic knowl- 
edge. [am talking about some of the smaller communities, 

Mr. Founrarn. Is there any way of getting that information to the 
municipalities ? 

Mr. Cote. Our service—what is that? 

Mr. Sterner. Urban renewal. 

Mr. Corr. Urban Renewal Service does provide this information 
within our limited capacity, and as soon as we get a letter—it may be 
addressed to me, or to Steiner, or to the President of the United States, 
or to a Congressman—as soon as we get a letter from a community 
indicating interest in and need of assistance, we send one of our people 
out, or write them to assist them in dev eloping their program. 

Mr. Founrar. Are you able to give us the average time for proc- 
essing project applications ¢ 

Mr. Sterner. I don’t have that information with me. I can say 
this: The planning period has been excessively long in the past as to 
some projects. In the last year we have tightened that up, and we 
are now trying to administer a policy which would prohibit any project 
from staying in planning more than 2 years. I think there is a very 
noticeable speedup all along the line. 

There were some projects in the early days of the program where 
communities started off on a project, I think, frankly, without fully 
realizing what they were getting into, whether they really wanted to 
have a project or not have one, whether they were ready to assume the 
local responsibilities—some of those projects have gone by the board. 
But with the kind of consultation which we can now give the com- 
munity, which Mr. Cole referred to, through the Urban Renewal Serv- 
ice and field representatives, and regional directors visiting the com- 
munity, most of the time when a project is started nowadays, a com- 
munity is really ready tostart it. Ifthey mean business and are ready 
to start it, it certainly should be no great burden upon them to complete 
planning i in 18 to 24. months. We have put that kind of a policy into 
effect, and have had no objections about it. 

I think we are accomplishing a great deal more speedup now than 
was true in the earlier days of the program. 

Mr. Fountain. Dr. Goldberg just commented to the effect that this 
sounds like a good policy. It keeps quite a bit of money from being 
wasted. 
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Mr. Coz. Yes; we think so. Without any criticism, I am con- 
cerned that in the past planning processes have proceeded too long a 
time, have been too feaaitiee. 

Mr. Gotpserc. If they don’t get into the actual project construction 
within a reasonable period of time, the plan is probably outmoded 
and the planning expenditure goes down the drain. 

Mr. Cote. Right. 

Mr. Fountain. Or they get discouraged and give up. 

Mr. Core. Mr. Steiner is pretty difficult to deal with on the plan- 
ning process. We find some communities that think we get a little 
tough about it, but we must be tough about it. 

Mr. Fountain. Recognizing, of course, many of these factors which 
enter into the question of time of processing, can you give us, Mr. 
Cole or Mr. Steiner, any idea of the minimum and maximum time that 
your Agency has taken to approve an application ? 

Mr. Cote. We can give you the minimum, but the maximum hasn’t 
yet arrived. [ Laughter. ] 

Mr. Fountarn. I am thinking only of those which have been ap- 
proved. I know you still have some pending. What are the facts 
on that? 

Mr. Sterner. I don’t really have figures on it. 

Mr. Founrarn. It would be an approximation, I know. 

Mr. Srerner. I can guess a little bit. As far as planning goes, I 
would say projects have been in planning anywhere from a year to 
5 years. As far as our own approving action, which I think is more 
the question you asked me, how long it takes us to approve a survey— 
let me take them a little separately, a survey and planning application. 

Right now there is a considerable delay in approving a survey and 
planning application because the demand represented “by the receipt 
of applications has been at a greater rate than our funds would permit 
us to accept. So we will end up—we will probably end up this year 
with about a 5- or 6-month backlog of applications. So there is that 
much delay which derives from the shortage of capital grant authority, 
which really is not a processing delay, but rather a waiting list delay. 

Now, on processing a survey and planning application, I think it is 
a fair guess they are getting through processing probably in the 
neighborhood of 2 to 3 months, counting the time in the regional office 
and the central office. 

An application for a loan and grant contract, after the planning 
work is done, is in two parts. The part 1, as we have called it, is a 
longer, more involved proposition ; I think that they are probably 


getting through in about 3 to 4 months from the time they hit the, 


regional office. 

The final part of the loan and grant application, part 2, is getting 
through in a shorter period of time. I would guess it would be about 
6 weeks. 

Let me say this, which is a little bit complicated proposition. We 
have done a good deal in simplifying our processing procedures. The 
actual processing time, I am certain, is much less than it used to be. 
We have, however, concurrently, this problem of an increasing work- 
load, so the total time that an application is in our hands may not 
be much less than it was before. Part of that time is just used up 
in the application just sitting waiting for somebody to be able to get 


P 





ig 
ut 

Ve 
he 
0. 


10t 
up 
ret 


FEDERAL-STATE-LOCAL RELATIONS 93 


to it. Iam sure that once we get to an application, we are processing 
them more quickly than we have been in the past. 

Mr. Cote. Mr. Chairman 

Mr. Fountain. Mr. Cole. 

Mr. Cote. May I add, we would be delighted to furnish you with 
the time of the project w hich was finished in the most rapid time, and 
that which took the longest which we have now completed. But may 
Tadd this word— 

Mr. Fountain. Would you give the reasons why you were able to 
get one through so quickly and the other took some time ? 

Mr. Corr. Yes, we can do that. 

Statistically, we would add this note of caution: It may be that 
the project which was completed more quickly than the other had 
to do with the fact it was a simple project, that there were not many 
problems involved. ‘These projects, as you are well aware, are found 
in towns of 2,500, up to and including New York City. Some of 
them are complex, some of them are rather simple, some of them are 
complex in terms of bringing together all the varied interests. Some 
of them are complex in terms of the redevelopment proposed, the areas 
involved, the money to be expended—all of these many, many deci- 
sions to be made loc ally and by the Federal Government, but particu- 
larly locally. 

So what I think I am really saying is that to compare time lags 
may be somewhat misleading, unless the criteria involved, or the 
reasons involved, are understood. 

Mr. Founrarn. I understand that. For it to be significant you 
would almost have to have comparable applications where the situ- 
ations are similar. 

Mr. Corr. Yes, that is true. 

Mr. Sterner. If you would like us to furnish information on this, 
we can furnish it any way you wish, Mr. Chairman, but it might per- 
haps be more meaningful if it were in terms of average processing 
times for all projects handled in a particular period of time, 6 months 
or something like that, although we could furnish it for the fastest 
and the slowest project. 

Mr. Coir. We will give it to you both ways. 

Mr. Founvrarn. Thank you. 

(The information requested is as follows :) 
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Projects approved for execution as of December 31, 1957, by time lapsed between 
dates of approval for planning and for execution 
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With respect to the above table, 25 percent of the projects completed planning 
in not over 19 months (first quartile position) ; 50 percent of the projects com- 
pleted planning in not over 30 months (median position) ; and 75 percent of 
the projects completed planning in not over 51 months (third quartile position). 
The overali average for the 193 projects is 37 months. 

The project showing the least time lapse between the dates of approval for 
planning and execution is area No. 1, Cairo, Ill.,2 months. The project showing 
the most time lapse between the dates of approval for planning and execution 
is West End project, Boston, Mass., 87 months. 

The above table was constructed solely on the basis of readily available infor- 
mation covering recorded approval dates. Evaluation of these dates, however, 
frequently requires analysis of the circumstances surrounding the approval 
actions, and such analysis cannot be accomplished without detailed study of the 
individual cases. In a number of instances, particularly for projects initiated 
in the early years of the slum-clearance program, as a consequence of the form 
of planning undertaken by local public agencies the recorded date of approval of 
planning followed the actual date of the initiation of planning. Likewise, the 
recorded date of approval for execution in many instances preceded the actual 
date of the completion of planning. The latter circumstances arose when, to take 
advantage of certain local developments, the local public agency was given 
approval to acquire land or commerce relocation of families from a project area 
even though planning for the project had not yet been completed. 

In addition, planning activities in some projects did not continue unremittingly 
between the recorded dates of the approval of planning and execution activities. 
Although details are not readily available, it is known that in many communities 
the planning of a project was suspended or postponed while certain problems 
affecting the proposed project were resolved or while planning priority was given 
to another project or to other projects. The latter circumstance was the case, 
for example, respecting the West End project, Boston, Mass. 


Mr. Fountarn. May I say at this point, for the other members of 
the Committee, please feel free to break in and ask any questions re- 
lating to matters that are being raised. 

Mr. Sretner. If I could make one more comment on that point— 
sometimes things happen which are completely beyond our control. 
An illustration of that occurred very recently, where an application 
was before us for action, and we received a complaint from a group in 
a particular locality, which was opposed to this project, in which they 
contended that certain aspects of the project did not comply with 
Federal law and regulations. 

Well, now, of course, when something like that happens, we have to 
stop and recheck and make an investigation and be especially careful 
that that kind of a charge is given responsible treatment. In that 
particular case it took us, I think, about 3 weeks extra to go through 
that process of making a doublecheck and being certain as to whether 
this complaint was or was not with or without substance. 

Mrs. Dwyer. Will the gentleman yield at this point ? 

Mr. Fountain. Mrs. Dwyer. 

Mrs. Dwyer. Is that check made from the Washington office, the 
regional office, or both? Is that check made on that complaint from 
both offices or the regional office ? 

Mr. Sretner. It would depend on the nature of it. In this particu- 
lar case it involved some work in both places, in the regional office 
and in the Washington office. 

Mrs. Dwyer. That is all. 

Mr. Fountary. If I get a complaint from a local government in my 
area, where should I send that complaint, to the office in Washington, 
or to the regional office? We oftentimes have that problem. 

Mr. Cote. Well, I think, Mr. Chairman, it depends upon 

Mr. Fountain. The nature of the complaint ? 
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Mr. Coxe. The nature of the complaint and what you believe you 
should do. If you think it is a leven policy matter, then you send it 
tome. If it is, I use the word advisedly, “important” enough, in your 
judgment, then it should be sent to me. 

r. Fountain. Yes. 

Mr. Cote. If it is a matter of operation of the program, or technical 
complaint, it ought to go to Mr. Steiner. If it is of enough impor- 
tance, that is. Complaints should not come to the Administrator 
except in extraordinary circumstances, quite frankly, because Mr. 
Steiner is the Commissioner; he runs the program; therefore, they 
should go to him, except in very extraordinary circumstances. Then 
if it is of a real technical nature, it should go to the region. The region 
should be notified about it, and would be notified about it. They are 
close to the problem and closer to it and have the primary responsibility 
for it. 

Mr. Fountatn. I asked the question not because of any complaints I 
have received relating to the work of your Agency, but primarily be- 
cause of complaints we sometimes receive—I know I have, and other 
members of the committee probably have—dealing with postal services, 
the CAA, and other Federal activities. 

Sometimes I am told the regional office has jurisdiction, and in 
other instances the Federal office in the State capital or some other 
place. Sometimes I find myself running from one to the other to 
get an answer, to be able to supply the information to the person 
making the inquiry. 

You have already covered my next question in your response to a 
number of other questions, but so that we can have it in one place 
in our record for the benefit of municipal officials, I wonder if you 
would give us the factors which normally account for delays in 
processing applications ? 

Mr. Cote. Mr. Steiner, will you answer that? 

Mr. Srerner. This is a hard kind of a question to answer. 

Mr. Founrtarn. I realize you would have to generalize to some 
extent. 

Mr. Srerner. Let me try, if I can. Of these factors resulting in 
delays, some are on our side, some are on the side of the localities. 
On the Federal agency side, if there is not enough statutory authority 
to satisfy all applications, then, of course, we get into a waiting-list 
situation, which from the locality’s point of view delays them in what 
they want to do. 

If it happens at the particular moment that we have more workload 
than we have staff, there is a delay in waiting to get started on a 
particular review and a particular application awaits its turn to be 
reached. 

When an application is reached for review, the speed with which 
it can go through will depend very largely on the shape that it is in 
and whether it satisfies the Federal law and the Federal procedures 
and requirements which we have laid down and made available to 
the localities in what we call the Local Public Agency Manual and 
in the other policy and procedure releases. If the application com- 
plies with the requirements, and is in good shape, it will go through 
more quickly than if there are uncertainties about some of the ques- 
tions as to whether they do comply with the law or they don’t comply 
with the law and regulations. 
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If the applications are not clear, if they are incomplete, if it is 
necessary to go back to the locality to ask for further information 
or further clarification, all of these things can be matters that delay 
Federal processing. I think that can be said generally, regardless 
of whether it is in the regional office or in the central office. Cer- 
tainly, an application may be delayed by complaints from others 
than the applicants in the localities as I referred to before, particu- 
larly where those complaints make the charge that Federal law or 
Federal regulation is not being complied with. This kind of a charge 
I feel has to be taken seriously and has to be given serious attention. 

Mr. Cotz. May I interpose? 

Mr. Sterner. Yes. ° 

Mr. Cote. Where it seems to have some substance. 

Mr. Srerner. Yes. 

Mr. Cote. We make some judgment about the substance. 

Mr. Sretner. Certainly, I would be most irresponsible if I ignored 
that kind of a complaint and wasn’t satisfied on the particular point 
very thoroughly before I took a final action on a rr These are 
the things that can happen on the Federal side, I think. 

On the local side there are delays frequently encountered in connec- 
tion with official approving actions that are necessary, not so much 
in respect to the initial approval of the city council authorizing the 
filing of the application for planning, but very frequently in connec- 
tion with the city council’s approval of the urban renewal plan. 

That may become quite a long, drawn-out proposition. Federal law 
does require that before any land is bought in urban renewal areas by 
a local agency there must be a public hearing. Of course, many 
divergent interests come into these public hearings to express their 
points of view, and city council committees sometimes wish to deliber- 
ate for long periods of time, reporting ordinances out, and that sort 
of thing. 

Then some of the localities are frankly better staffed than others. 
Some of them have people who are more experienced in this particular 
type of work, and some of them employ consultants to help them. 

onsultants may be overtaxed, or may be slow in getting their part 
of the work done, or they may be able to get at the work quickly. 
There are a very large number of contributing factors on both the 
Federal side and the local side in delaying the total process. One of 
the things that I think is frequently overlooked in anything that is 
as complicated as this, with as many steps, is that short delays—a 
number of steps will accumulate and in total will aggregate a rather 
considerable delay. 

In some cases we do encounter litigation and various types of suits 
in the local courts which naturally hold the progress up for consid- 
erable periods of time. 

Mrs. Dwyer. Will the chairman yield at this point ? 

Mr. Fountain. Mrs. Dwyer. 

Mr. Dwyer. Do you ever have the experience with your regional 
office where they misinterpret the guidelines to the council or to the 
municipal governing body as to what they must do or can do in order 
to conform with the Federal Agency ? 

Mr. Sterner. I can’t think of specific instances at the moment, but 
I am sure this can and does and must happen, human nature being 
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what it is. We try to write our instructions clearly so that they can 
be understood the same way by all people who read them. But I am 
sure we don’t succeed at all times. I am sure that sometimes what 
we intend is not fully conveyed to our own people and to the people in 
the locality. 

Mrs. Dwyer. Would you say, by and large, that the regional offices 
were sufficiently informed as to the instructions they must carry out 
before the municipal governing bodies can apply ? 

Mr. Srerner. Yes; I think, by and large, yes. I referred to the 
kind of instructions and regulations and procedures that we issue to 
the local agencies. We have a local public agency manual, we have 
local public agency letters, which tell local agencies what we expect 
them to do and what they have to do to meet requirements to get an 
application approved, and so forth. 

Now, we have another set of instructions to our own regional offices, 
to our own people, which are internal organization instructions, ad- 
ministrative manuals, regional circulars, and various special instruc- 
tions of that sort. We have a staff in Washington which works very 
carefully on those things. We try to be sure that our policies and 
procedures are as clear as they can be, and that they are written as 
clearly as possible. 

I think, by and large, we succeed on that, although I certainly think 
there may be cases from time to time where one of our field men or a 
local agency may misinterpret the intent. 

We do a great deal on staff training. However, we have an expand- 
ing organization. There is a good deal of staff turnover. People are 
leaving us and they are going to work for local agencies and to other 
jobs, and we are recruiting new people. There is quite a problem of 
staff training to which we do give very considerable attention. 

Mrs. Dwyer. I find some of the municipal governing bodies are not 
as well informed as they should be when they embark on this project. 

Mr. Corr. That is very true. 

Mrs. Dwyer. That is all, Mr. Chairman. 

Mr. Founrarn. Are there any other questions ? 

The subcommittee has heard quite a number of complaints that your 
Agency’s regulations ae detailed controls that go much beyond 
the conditions intended by Congress. Typical of this kind of com- 
plaint is the statement which the subcommittee received from the city 
of Buffalo, N. Y., in August 1956. I am going to ask Dr. Goldberg 
if he will read a portion of the Buffalo statement for your comment. 

Mr. Gotpserc. This portion of the Buffalo statement is found on 
pages 367 and 368 of the sixth report of the Committee on Govern- 
ment Operations, which is House Report No. 575 of the 85th Con- 
gress. I quote: 


It is recognized that assistance programs require regulations, reports, and 
proper checks and audits. This should be limited, however, to Federal and 
State agencies making fiscal audits to see that funds are properly expended and 
a minimal operations audit to see that the intent of the program has been adhered 
to. It is completely wasteful of public funds and destructive of local initiative 
to insist upon detailed supervision of every movement at the local level. It has 
gone so far as to require revision or amendment of local laws to meet an admin- 
istrative whim at the higher level of government. 

Federal and State officials oftentimes dictate the design of buildings and me- 
chanical installations, the type of equipment that may be purchased, the kind of 
trees to be planted, the conditions of a lease with an individual tenant, the sal- 
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aries, hours, and working conditions of local employees, and, in general, super- 
impose their judgment upon that of local officials and local professional services. 

Mr. Fountarn. Before you answer that question, along those same 
lines, the subcommittee received another statement from San Fran- 
cisco, which I believe is on page 259 of that same report. Will you 
read that ? 

Mr. Goippere. Yes, sir. 

Mr. Cote. Doctor, before you do, off the record. 

(Discussion off the record.) 

Mr. Fountatn. On the record. 

Mr. Coxz. Your first statement was definitely public housing? 

Mr. Gotppere. Yes, sir. The San Francisco statement reads as 
follows: 

The Public Housing Administration administers the low-rent housing program 
so as to properly supervise the expenditure of Federal funds. However, there 
is more and more evident a disposition to dominate and contro] housing opera- 
tions in local communities beyond the requirements of Federal law. By requir- 
ing prior Federal approval on details of local operations and the maintenance of 
costly and unnecessary records efficiency is impaired at the expense of both the 
local housing authority and the Public Housing Administration. 

It is believed that the Public Housing Administration should place less 
emphasis upon policing actions “for the record” and more emphasis upon provid- 
ing positive assistance toward the end of achieving greater efficiency and econ- 
omy. As an illustration—authorization to combine projects fiscally for manage- 
ment operations in a local program would result in substantial economies both to 
the local authority and to the PHA and would place Federal-local relations on a 
more sound basis than exists at present. 

Mr. Founrarn. As I said, that statement came from San Fran- 
cisco. 

Mr. Core. Yes. I think I will comment first, and then let Mr. 
Currie, the Deputy Commissioner, comment upon it. I don’t know 
whether I should let the record show a long pause here because I am 
not sure what I should say about San Francisco and their complaint on 
this thing. 

Mr. Fountain. Take Buffalo first, if you want to. 

Mr. Cotz. I think I will let you read the newspapers. 

Well, Dr. Goldberg and Mr. Chairman, we have this problem in con- 
nection with the Federal Government’s responsibility to carry out the 
directives of Congress. This problem is one with which the Public 
Housing Administration wrestles frequently, and it is an issue, shall I 
say, between us and the Federal Government and the local public 
authority. 

The Public Housing Administration is charged with proper admin- 
istration of a law which provides subsidy payments to the local public 
authority to make up for the differences between the rentals received 
and the cost of management, debt service, and so on. 

Now, this, then, requires audit. This, then, requires certain regula- 
tions. This, then, requires certain directives on the part of the Public 
Housing Administration to protect Federal subsidy, and not permit 
it to be dissipated. It isa matter of judgment. It is a matter si helep 
ment concerning whether or not the Public Housing Authority is too 
definitive, too arbitrary, too capricious in determining where they 
should examine and where they should not examine. 

If we did not have the responsibility to protect the Federal Govern- 
ment’s interest in the subsidy payments, then of course we wouldn’t be 
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required to examine these carefully. It is my suggestion, that if we 
could get specific detailed statements about what it is these people are 
talking about—now, there is one specific statement that San Fran- 
cisco mentioned, that if they would give us specific detailed state- 
ments about the items which they complain about, then we could do 
something about it, and we could talk about it. 

On broad policy terms, however, I must say to you that I think the 
PHA must continue preaudit, preregulations, and postaudit, to de- 
termine whether or not these funds are expended properly or not ex- 
pended properly. Then it gets to the question of, do you determine 
how many paper clips can they expend, this sort of thing, you know; 
what kind of automobiles can they have; do they have six Cadillacs 
with chauffers? How many vehicles do they have to take care of their 
officials and sometimes quasi-official activities. This is a matter of 
judgment. 

Now, perhaps Mr. Currie might comment on PHA’s point of view. 

Mr. Currie. Mr. Chairman, I think we have adequately covered the 
responsibility of the Agency in the operation of the program. Eco- 
nomic cooperation has been made in the local housing authority, who 
operates the program at the local level; certainly we have to protect 
the Federal interest to carry out the intent of the statute. 

I believe Mr. Cole dealt with the specific questions which are raised, 
which sometimes are spoken in defense of a problem are very difficult 
to answer categorically. 

Mr. Founratn. What is your official position, Mr. Currie? 

Mr. Corre. Mr. Currie is Deputy Commissioner of Public Housing 
Administration. 

I am rather new, comparatively speaking, in the business of admin- 
istration in the executive branch, and coming into the executive branch 
I have had the idea that the bureaucrats set up regulations and rules 
solely for the purpose of passing papers and keeping their jobs. I 
have changed my mind toa considerable degree. 

Mr. Fountarn. Not completely ? 

Mr. Corr. But not completely. We in the executive branch, or we 
who are employed in bureaucracy, either in Government or private 
enterprise, are constantly faced with the idea that we should make 
definitive, arbitrary decisions, with which we feel we must be com- 
pletely satisfied, and not be willing to let somebody else go ahead and 
do the job. This is the age-old question of delegation of authority. 
Let these people do the job as they want to do, and they will do it 
efficiently, better, more quickly, and operate properly. But, on the 
other hand, we are faced with the responsibility of protecting the 
public interest and the Federal Government’s stake in these projects. 

I am not satisfied, again, in this regard that any of our programs are 
free from, let’s say improper examination—constant examination of 
the local programs, either urban renewal, even FHA, which has the 
responsibility to examine the rents and charges of some of their multi- 
family housing projects—I am not sure that some bureaucrat with a 
right to make decisions, I’m not sure but what he makes these decisions 
sometime based on how he personally would like to have it done, in 
order to expand his ego, and to expand his authority. 

So we are constantly faced with this. I think your investigation, 
your inquiry, is proper, and I will say to you that we will do what we 
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can if you can provide us with specifics to meet this. On the one hand, 
we are questioned by the GAO, the General Accounting Office, that 
properly examines, audits, questions, criticizes. On the other hand, 
we meet people who say “This is a local program, give us the money, 
we will run it, it is none of your business.” This is the dilemma we 
have. Between the two isthe right answer. We do not have it entirely, 
we assure you. We think we can improve our methods. 

Mr. Founrary. Has either Buffalo or San Francisco made any spe- 
cific complaints to you ? 

Mr. Currie. I am somewhat familiar with the San Francisco prob- 
lem to the extent it is a consolidation of budget. We are now working 
on a contract provision to consolidate all the contracts in a local hous- 
ing authority. Whether that will solve the problem at San Francisco 
or not when it is available, but it can be used by them. We have a 
number of contracts in which the net receipts from the projects relate 
to the contract. 

We made a very careful study of their projection of savings as to 
what would be saved in adopting a consolidation of accounting and 
still maintain the individual contract entities. We were not able to 
conclude that there was any savings available. The matter was left 
right at that point. 

Mr. Goxpzerc. I believe Mayor Wagner, of New York City, made 
the same suggestion to us; that if the city were able to consolidate its 
various project contracts, there would be greater flexibility and admin- 
istrative savings as a result. 

Mr. Currie. We believe that, too. As I indicated, we are working on 
that. We have completed work on consolidated contracts whereby we 
will be able to consolidate, with 1 or 2 exceptions, the individual con- 
tracts within a local housing authority, so as to provide a combination 
operation relating to one contract. It has been a very difficult legal 
problem to work ‘out relating to the financing that was handled under 
each of the individual contracts, and we are constantly working on 
this problem of streamlining the operations and in the same instance 
protecting the interest of the public. 

Mr. Fountatrn. I don’t know that we need the details of the Buffalo 
and San Francisco situations for our record. 

Mr. Currie. I might mention, in relation to the construction part of 
the program, there are certain basic standards that are inherent in the 
eae er We do issue a set of guide specifications that are to be used 

y the housing authority to assist them in design and in guiding the 
construction of the program and planning the buildings, and so forth. 
They are not mandatory. They are guides and information. Some- 
times they are taken with a criticism that they are mandatory. 

Mr. Gotpserc. With respect to slum clearance and urban renewal, 
the city of St. Louis was critical of your administrative practices. 
Their statement is found on page 345 of our sixth report. I will read 
just a couple of sentences which relate to contracts. 

Mr. Coz. May I ask, Doctor, when that was? 

Mr. Gorpperc. Yes. This was submitted to the subcommittee in 
February 1956. 


I feel that the contracts of the Federal agencies should be considerably simpli- 
fied and that within the framework of these contracts that the boards of com- 
missioners should establish the policy for the operation of the authorities. This 
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is not the case in the present framework of relations between the Federal agencies 
and this community. 

Mr. Cote. Off the record. 

Mr. Steiner. 

Mr. Sretner. We are in process now of trying to revise and simplify 
and improve the Federal-local relationship that flows from our loan 
and grant contract. In this process we are conferring with a commit- 
tee of the National Association of Housing and Redevelopment of- 
ficials. Interestingly enough, the chairman of that committee is the 
executive director of the St. Louis Land Clearance for Redevelopment 
Authority. So we are engaged in that process at the moment. 

Also, I might comment for a moment relative to our requirements 
as to administrative practices which relate to such things as salaries 
and travel expenses, and things of that sort. In this field we have 
had a good deal of difficulty and a good deal of complaint from the 
local agencies. We have revised these policies, are revising them, and 
increasingly we are moving in the direction of trying to make it clear 
that the responsibility is being placed upon the local commissioners, on 
the five men who in most cases have been appointed as a policy board 
of the local agencies. 

Increasingly we are moving in the direction of expecting them to 
adopt policies under which to do their own operations, looking to them 
to take an increasing amount of responsibility for these details. 

In dealing with these matters and administrative practices, and what 
is allowable and not allowable, increasingly we are adopting as the 
standard the local public practice in that particular locality. I think 
these things are helping with this problem, are placing greater respon- 
sibility on the ieut commissioners to be guided by comparability to 
local public practice in the community, and are getting us somewhat 
further out of the details of this kind of local operation supervision. 
Because many of the local agencies operate both programs, we are 
coordinating our policies with the Public Housing Administration as 
to many of these administrative practices. 

Mr. Founrarn. I don’t think it is necessary for you to submit details 
of the Buffalo and San Francisco situations for our purposes. How- 
ever, you might be interested, Mr. Cole, in making inquiry of those two 
cities for specifics, so that they will know this has been brought to your 
attention if they themselves haven’t already done so. 

Mr. Core. Yes. 

Mr. Goxppere. I think it would be appropriate to say, Mr. Chair- 
man, that the complaints directed to the public housing and urban 
renewal programs, in our hearings last fall, appeared to be less severe 
than they were in response to our questionnaire back in 1956. 

Mr. Core. That is an interesting comment. We hope the steps we 
are taking are becoming effective—we think they are. 

Mr. Gotpsere. We have had some admissions to that effect. 

Mr. Cote. Yes, sir. 

Mr. Fountain. I will just make this observation, rather than ask a 
question, because I think you have touched upon this already. Some 
municipal officials have suggested that your regional offices should be 
given more authority, particularly for approving minor changes in 


renewal plans without the necessity of submitting these to the Wash- 
ington level. 











102 FEDERAL-STATE-LOCAL RELATIONS 





Unless you care to add anything to what you have already said 

Mr. Core. No, except we are moving in that direction very 
definitely. 

Mr. Fountatn. The suggestion has been made that where the mu- 
nicipal government, itself, serves as the redevelopment agency, Fed- 
eral controls should be less detailed and restrictive than otherwise, 
since municipalities ordinarily would have adequate accounting and 
other safeguards to protect Federal funds. 

Mr. Coir. We think this is a very interesting question. As with 
all of these, there is a difference of opinion about whether or not the 
local public authority should be a part of the city government, or 
whether it should be a comparatively autonomous authority whose 
commissioners are appointed by the mayor. 

Mr. Steiner suggested one of the problems in his statement. In the 
past we have found that occasionally commissioners have been ap- 
pointed, civic-minded people, people of importance in a community, 
able, conscientious, who then employ an able, conscientious, executive 
director, and let him do the job. 

They, then, formally meet occasionally, and occasionally look over 
what he is doing. Now, this also has been improving. As Mr. 
Steiner said, we are encouraging these commissioners to really under- 
stand that they have a real job to do, and they are now undertaking 
their responsibilities to a greater extent than they have in the past. 

I am not criticizing, I am merely saying these people are busy. 
They employ a good man and let him do the job, and forget they have 
responsibility. 

Now, the fact that some agencies are a part of the city government 
does provide certain regulations, certain protections, certain methods 
by which their decisions are processed through the city government 
operations. It does provide that, and it does provide the basis for 
better programs, better operations in some instances. Now, this is a 
local problem, am I not right, Mr. Steiner ? 

Mr. Sretner. Yes. 

Mr. Coir. This is determined by the State. The State legislation, 
when it authorizes the local public authority, determines whether it 
may be a part of the city government or not. We have no policy 
statement to say it should be one way or the other. 

Mr. Sterner. I might add, sometimes the State law gives the city 
council the option as to which way they want to set it up. 

Mr. Fountarn. I can easily see how local officials would have a 
greater sense of responsibility if they had more supervision over it, 
and yet, on the other hand, I guess it might be more efficient to have 
it set up as a separate agency. 

Mr. Corr. It isa pretty good question, and a pretty good issue, Mr. 
Chairman, and it works both ways; frankly, it works both ways. 

Mr. Fountratn. There is one thing I have never been able to under- 
stand completely, and I won’t take the time to ask you for some en- 
lightenment here, but I do want to talk to you about it sometime 
for my own personal satisfaction. And that is, why is it necessary, 
after the Government loans the money to build a public housing 
project, and the rents are charged on a nonprofit basis, to provide 
a Federal subsidy ? 
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Mr. Corr. I would be happy to talk to you about it sometime. Mr. 
Currie or Mr. Slusser prob: bly could give you a better statement 
than I, but I would be.very happy to do so, too. 

Mr. Founrarn. What sort of coordination do you have between the 
urban renewal and the highway programs? 

Mr. Corr. And the highway program? 

Mr. Fountain. Yes. : 

Mr. Corr. Not enough. On the other hand, we have been in con- 
stant touch with the administrator of the highway program. Mr. 
Steiner, personally, and through some of his assistants, has been ad- 
vising with the Federal highway Administrator, and his staff and 
discussing this problem with them. 

As Administrator, my feeling is there is not a sufficient coordina- 
tion between the two programs, 

Mr. Founratn. I assume you feel there is a need for closer coordi- 
nation between these programs, particularly as they affect metropoli- 
tan area planning? 

Mr. Coir. Yes, and I must add that it is a difficult one to achieve. 

Mr. Fountain. I understand that. 

Mr. Cote. I am highly conscious of it, and I am very much aware 
of the need. We are doing a great deal along that line, but we are 
not doing enough—we are not doing enough. 

Mr. Fountatn. Are the same relocation conditions and benefits 
applicable to families displaced by highway construction as by urban 
renewal projects? 

Mr. Srerner. Generally speaking; no. If a part of a Federal-aid 
highway is in an urban renewal area, but acquired by the highway 
people, then the urban renewal project personnel can give advice and 
help in trying to reach out to the people in the highway right-of-way. 
If the highway right-of-way is in an urban renewal area, and is 
actually bought as a part of the urban renewal project, then full 
urban renewal relocation service can be made available to the people 
living in the highway right-of-way, including moving expense pay- 
ments. 

But considering the fact that the occasions where a highway right- 
of-way coincides with an urban renewal project on a percentage basis is 
extremely small, I would say generally they are not. It is only where 
they happen to coincide in one of those two ways, that the same benefits 
tend to be available. 

Mr. Fountain. I realize that where you are dealing with two sepa- 
rate programs, it is almost humanly impossible to eliminate all inequi- 
ties. And yet the question has been raised as to whether or not there 
is justification in favoring one type of displaced family over the other. 

Mr. Srerner. The Federal law is quite specific as to what must be 
done and what must be required, and the aids that can be extended in 
connection with the title I urban renewal program. As I understand 
it, the Federal law on the highway program is silent on this question. 

Mr. Founrarn. Mr. Cole, do you Salen any opinion as to whether or 
not changes are advisable, in the law or otherwise, to correct. what 
would appear to be an inequitable situation ? 

Mr. Core. With respect to this relocation problem ? 

Mr. Fountratn. Yes. 
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Mr. Coz. No; I believe not. I might point out that the fact that 
the Federal laws are silent on the highway program is historical. In 
the past the condemnation authorities for highway purposes have been 
carried out without such a concept. When the housing programs de- 
veloped, they developed with, shall I say a bit more social conscious- 
ness—if I may say so advisedly, they developed with an idea of provid- 
ing good housing, decent housing, and helping the people in the neigh- 
borhoods. 

The highway program 

Mr. Fountatn. Developed from a different purpose. 

Mr. Cote. From a different purpose. I think, if I may, I would like 
not to comment on whether or not I believe the highway program 
should include relocation programs. 

Mr. Founratrn. I don’t know either. But I can appreciate that 
when a person’s property is taken and he doesn’t have a home, he is 
displaced, regardless of how he is displaced. 

Mr. Cote. “May I say one thing? We do have relocation housing 
available for people displaced by highw ay programs in our section 2: a1. 
By that I mean there is a program which does provide some assistance 
for this purpose. 

Mr. Fountain. I am glad to hear that. The subcommittee has 
heard that counties find it difficult to qualify under the urban renewal 
program because housing codes usually vary within the county area. 
Is it your policy to require uniform or a minimum housing code for the 
entire county before the county can qualify for Federal assistance ? 

Mr. Cote. I would say “No.” I would like to have Mr. Steiner 
comment on it further. 

Mr. Sterner. There is no requirement that there be countywide 
codes, as such, but where a jurisdiction desires some of the benefits 
from the housing law for which a workable program for elimination 
of blight and slums is a prerequisite, whether it be a town or a county, 
one of the things that jurisdiction must do is indicate what it has done 
and what it will commit itself to do in the future as to the codes, the 
sanitary codes, housing codes, building codes, and so forth, to upgrade 
its codes, to improve its situation, to enact codes where it does not have 
them, and to adequately enforce them. 

We do not require codes at the time a workable program is ap- 
proved. We require that there be a plan for moving in this direction. 

The jurisdiction recognizes that codes are essential and desirable, 
and has a plan for achieving them and for making progress toward 
that goal. I don’t think that we would require that throughout a 
whole county—if a county were making an application for a w “orkable 
program—that necessarily its codes and standards would have to be 
the same throughout all portions of that county, regardless of whether 
those portions were, let’s say, agricultural or urban. However, good 
planning would probably result in the application of the codes to at 
least that portion of a county which is in transition from rural to 
urban use, as well as to the urban sections. 

Mr. Founrarn. Off the record. 

(Discussion off the record. ) 

Mr. Fountarn. On the record. 

Mr. Cote. We in the Agency do approve many workable programs 
prior to the adoption of codes, do we not? 
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Mr. Srerner. Yes. 

Mr. Cote. In other words, on the information provided to us, these 
are in the process of being adopted ; is that correct ? 

Mr. Sterner. Yes. 

Mr. May. Mr. Chairman, I regret having to leave, but I have a 12 
o’clock appointment which is very important. I would like to say 
I would lke to compliment Mr. Cole and Mr. Steiner, and others 
representing the Agency, for the excellence of their work over there, 
and also to compliment them on the fine work Mr. Walter Friese has 
done in my area of the country. We have many projects, we work 
very closely with the Administration in this respect, and I just want 
to add my compliments to the others I know you have received at 
this hearing and at other hearings for the fine work you are doing. 

Mr. Cote. We thank you very much. 

Mr. SrerNer. Thank you. 

Mr. May. I am sorry I have to leave. 

Mr. Fountain. Is greater flexibility desirable in dealing with 
county governments to recognize the special problem of counties which 
cover both densely populated areas and rural lands? 

Mr. Cotz. Are you speaking, Mr. Chairman, with respect to a work- 
able program? Is that primarily the workable program concept? 

Mr. Founrarn. Yes; but also the other phases of the renewal 
program. 

Mr. Corr. Let me first comment on the concept of the workable 
program. The answer is “Yes,” if it has to do with the workable 
program. A workable program, Mr. Chairman, is to encourage, 
stimulate, prod a bit to a point, local governments to accept their 
responsibilities to do what they can in this field. Therefore, we are 
flexible in our requirements and flexible in our judgments, I hope. 
We don’t attempt to interpose our judgment in this connection. 

Now, if you are speaking, though, of projects which the Urban Re- 
newal Administration must approve, they have certain requirements, 
certain criteria, both legislative and regulatory, which would seem to 
me to apply both to counties and cities. As an example, if in order 
to have effective rehabilitation the locality is to use section 220 mort- 
gage insurance they must comply with certain requirements of the 
FHA. Thesame thing is true with URA. 

Mr. Sterner. Yes. 

Mr. Corse. There are certain requirements, and these requirements 
are for the benefit of the community, for the benefit of the buyers, the 
lenders, the homeowner, or the home occupant. It is for their benefit, 
really, we believe. And therefore certain requirements in this regard 
would be applicable both to counties and to cities. Do you wish to 
expand on that? 

Mr. Sterner. I think that pretty well covers it. Most of the title I 
projects, as such, are in cities. Of course, we get concerned with 
counties on relocation housing under section 221, and in the urban 
planning assistance pregram we do have contracts with counties. 

Mr. Corr. If, Mr. Chairman, the committee has further avestions 
or further inquiries along this line, I would appreciate it if you would 
direct them to us and let us look at them. 

My personal impression is that as of now we have not had a great 
many problems with respect to counties, but maybe they will grow. 
Therefore, your inquiry is very important and proper. 











106 FEDERAL-STATE-LOCAL RELATIONS 


Mr. Srerner. In the Urban Renewal Administration we become 
involved with counties more in connection with metropolitan aspects 
of urban assistance programs than in any other way. 

Mr. Fountain. As I have already indicated, Mr. Cole, during the 
course of our regional hearings many of our witnesses commented on 
the operation of programs administered by your Agency. I am going 
to ask the subcommittee staff to see that this information is made 

vailable to your Agency. Some time during the next few weeks we 
would appreciate it 1f you would study this material and give us any 
further comments you may have on these suggestions or criticisms 
expressed by State and local officials. 

Incidentally, I wonder if you would supply for the record the num- 
ber of counties and cities in the United States which have participated 
in the urban renewal program ? 

Mr. Cote. Oh, yes; we have that readily available. 

(The information requested i is as follows?) 


Hovusine AND HoME FINANCE AGENCY, URBAN RENEWAL ADMINISTRATION 


Urban renewal projects and local public agencies, as of December 31, 1957 


| Number of | Number of 





cities projects 
Ne datediapwd Scisete ~ : ; 301 | 494 
Urban renewal projects administered by local public agencies with authority | 
limited typically to the community area___ 247 427 
Urban renewal projects administered by local public agencies with authority 
to act in more than | community (typically throughout acounty) '!-- | 54 67 
112 agencies, as follows: 
State and county: 
California: Marin. Oregon: Lane. 
Hawaii: Honolulu. Pennsylvania: Allegheny, Delaware, Fayette. 
Illinois: Alexander, Cook, Knox. Puerto Rico: Puerto Rico Housing Authority. 
Missouri: St. Louis. Alaska: Alaska Housing Authority. 


Mr. Fountain. Does your Agency provide consultant services to 
assist communities in clemhihar for their overall physical develop- 
ment; and, if so, would you describe the encouragement and service 
your Agenc y provides for metropolitan-area planning ? 

Mr. Sretner. That comes under section 701 of the Housing Act of 
1954, the urban planning assistance program, which is set up basic ally 
in two parts: One part deals with Federal assistance to State plan- 
ning agencies to enable them to render technical planning assistance 
to cities of less than 25,000 population. The other main part involves 
Federal assistance to State, metropolitan, and urban regional plan- 
ning agencies for metropolitan and urban regional planning. In that 
case we contract with a atever agency has the authority to do metro- 
politan planning. Usually it is a metropolitan planning commission, 
or a regional planning commission—sometimes the State planning 
agency, sometimes the county where the county includes practically 
all of the metropolitan area or the urban region. 

Mr. Fountain. The subcommittee has been told that the public 
housing program imposes such unrealistic family-income limitations 
that many families are evicted with no hope of finding suitable quar- 
ters in the private market. It has been said, also, that because of 
these restrictions and because of the construction of large projects, 
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public housing tends to create stratified communities, rather than 
well-balanced healthy neighborhoods. Would you care to comment 
on these observations ? 

Mr. Cotzr. Yes; I will comment. I think Mr. Currie would be bet- 
ter qualified to comment on the family-income limit. 

Mr. Chairman, we have been hearing a great deal of criticism of 
public housing projects in many cities which indicates that people in- 
terested in, concerned with, and sympathetic to the public-housing 

rogram feel there has been a stratification of much of the public 
fousing—imany of the public-housing projects. I, personally, think 
that is the case. It has been the result of a need to supply housing in 
big cities on land which is very expensive, and thus the necessity to 
construct large multifamily units. 

Therefore, “almost inevit: ably, this has occurred. By “this,” I mean 
that institutionalized public housing has occurred in many of the 
large cities. 

Now, the Commissioner, Mr. Slusser, and the Public Housing Ad- 
ministration, in cooper ation with many of the local public- housing 
authorities, are looking toward the idea of decentralizing the projects, 

scattered sites, of assisting the localities to include sites in the com- 
munity in a better way than they are now, so that they can—so that 
the people in the otis housing projects will not feel they are a part 
of an institution, but rather they are a part of the communit 

Philadelphia has become quite interested, and Chicago. One proj- 
ect, a model project, has been set up with a great de: al of success in 
Cedartown, ya., to show what can be done. It isn’t easy. The need 
for the people to be near their work, to be downtown, is an important 
consideration, and once you build projects downtown on very expen- 
sive land, then you are faced with the idea of a huge multifamily 

roject. "We are aware of it. We are concerned about it. We are 
acauien it and studying it. We haven’t solved it. 

I would like Mr. Currie to comment on the income limits. 

Mr. Curriz. The income limits, of course, are set as a result of the 
economic industrial life of the community. The act itself relates to 
the low-income families in a community; there needs to be a gap 
at the time of the admission of those low-income families of 20 per- 
cent. under the local requirement for sanitary housing. 

That is what the ceiling is for the low-income family house in the 
community. Once the family has reached that ceiling, it is no longer 
eligible for public housing. There is a problem there for the rehous- 
ing of families whose income is above the income limit determination 
for low-rent housing to find decent, safe, and sanitary quarters in the 
community. 

Mr. Cote. One of the possible solutions which we are studying, Mr. 
Chairman, to the problem raised by Mr. Currie, is the possibility of 
permitting families to buy the family unit, or the house which they 
are occupying when their incomes rise above that level which would 
justify them to remain in low-income housing. This has some prob- 
lems involved, and there is quite an issue to be determined. 

We are studying it, and I think it may have some favorable reac- 
tion in many quarters. 
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Mr. Founrarn. Of course, when they reach that income level, if 
they aren’t evicted, then you are not actually complying with the 
spirit and the intent of the law. 

Mr. Cots. That is exactly the point. 

Mr. Founrarn. Do you encounter any situations such as this? I 
know of a case where a young fellow, who was fairly new on the job, 
got into one of these public housing propects. When his employer 
gave him a raise, he wanted the raise on the side, unofficially, so he 
could stay in the public housing unit. His employer, of course, 
refused to be a party to that arrangement. 

Do you have many complaints of that kind ? 

Mr. Cots. If you say if we have any—yes, but Mr. Currie can an- 
swer that better than I. We have some. 

Mr. Currie. Yes; we have some, with a regulatory limitation 
placed on people; with relation to the total program, however, it is 
not substantial at all. 

Mr. Fountarn. Do you run into many situations where people re- 
ceive money on the side and stay in the low-rent public unit ? 

Mr. Corrte. The public housing manager 1s responsible for the 
review of the income of the people living in them. 

Mr. Fountarn. Naturally you can’t check into all of those things. 

Mr. Currre. Very careful examination is made of those incomes. 
I would give my opinion that the exception is an exception to the 
rule, rather than a widespread violation. 

Mr. Fountarn. Dr. Goldberg makes the observation that he imag- 
ines this problem gives rise to support for middle-income housing in 
some States. 

Mr. Cotz. Yes; there is no question about it. 

Mr. Fountarn. Mr. Michel? 

Mr. Micnet. Well, Mr. Chairman, I couldn’t let the morning go by 
without joining with you and my other colleagues in first commending 
Mr. Cole and his staff for their able presentation this morning. Obvi- 
ously it was meticulously prepared—the formal statement—and re- 
freshingly detailed, as contrasted to some of the more general state- 
ments that we have had in prior hearings. And knowing of Mr. Cole’s 
general philosophy with respect to the Federal Government’s role in 
our lives, when he was a Member of the House, it is a source of satis- 
faction to me to know that we have a man of his caliber heading up the 
Housing Administration here in Washington. 

I was going to ask Mr. Cole: You heard the chairman make the ob- 
servation that during the course of our hearings a number of the mayors 
of large communities felt it necessary to come directly to the Federal 
Government for help and assistance, rather than going to their States. 
Was the urban renewal program prompted more by this direct appeal 
of the cities to the Federal Government for help, or by the administra- 
tion’s desire to propose an alternate program to so-called public 
housing ? 

Mr. Corr. Well, to be absolutely accurate, you will remember that 
both the public housing program and the urban renewal program, then 
called the slum clearance program, were adopted prior to this admin- 
istration. This is historical. 

Mr. Micuet. That is true. 


aA 


wan ae Ae ee eee Oo 


FEDERAL-STATE-LOCAL RELATIONS 109 


Mr. Cotz. Then it was decided at that time that it would be effective, 
more effective, shall I say, if the Federal Government dealt directly 
with the cities. You can check me if I am not answering your question. 

The need to accomplish a local operation and local responsibility 
was one of the reasons. I am quite sure that another reason was a 
practical reason, that those who set up the program at that time felt 
that it would work more quickly and more practically if the Federal 
Government dealt with the cities directly, because of the problems 
that the chairman and I were discussing with respect to the legislatures 
and other problems involved. 

This administration, I must say, however, is concerned about and 
interested in upgrading the responsibility of the States. Our Presi- 
dent felt that the States should have greater responsibility in all grant 
programs, in all programs where the Federal Government is involved. 

It is absolutely correct to say, however, that this is not easy to ac- 
complish now. It is not easy to accomplish now when you have a pro- 
gram in which you are interested and which you want to go forward. 
The administration wants these programs to go forward, we are in- 
terested in them, we think they are good. We are faced now with 
the possibility: do we cut them off if we say immediately the States 
should take them over, or take a greater share in the responsibility ? 

Mr. Micuet. You have pretty well covered my next question. 

Mr. Cote. I may not have answered all of your question. 

Mr. Micuet. I was going to call attention to your remarks on page 6: 

Enactment or amendment of legislation which would permit the city or a sin- 


gle administrative agency in the city to act as the local public agency to deal 
with urban renewal, housing, community planning and other related problems. 


My question would be: Do you mean to imply, like the mayors who 
prefer to deal directly with the Federal Government, you, likewise, 
or the Housing Administration, would likewise prefer to deal directly 
with a local agency, rather than this intermediate step of the State? 


Mr. Core. Under the existing operating situation, the answer is 
“Yes.” This does not mean to indicate that a more perfect situation 
could not be achieved. There are two problems involved. One is the 
practical reality of getting a job done, true. Those of our operators 
who are involved in getting a job done, like Mr. Steiner, Mr. Slusser, 
Mr. Currie, and the rest of them, naturally, under the existing circum- 
stances, can only get the job done dealing directly with the cities on 
public housing. 1, as a representative of the administration, have the 
responsibility of doing what I can of bringing the States further into 
this operation. We would like to see it done. But as I understand 
it, we are not going to do it at the expense of eliminating or curtailing 
seriously the programs which we have. 

Mr. Micnex. Under the course charted by your Administration, or 
the administration, per se, do you foresee more emphasis on urban re- 
newal, rather than on public housing, even to the extent some day of 
the former supplanting the latter ? 

Mr. Cote. Without question, the urban renewal program now is the 
expanding program. ‘There is no question about it. It is accepted 
by Congress. It is accepted by the executive branch. And it is the 
program now which we find, which I, as Administrator, find of much 
more interest in locally. 
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Let me say to you, Congressman, that the basic concept of urban 
renewal is decent housing for all the people. I, as Administrator, 
believe, as a part of our overall broad program of helping the com- 
munities to obtain decent housing, that this would imply the need for 
low-income housing, whether it be public housing or something else. 
Therefore, I answer your question in an “iffy” way: As I see the need 
for low-income housing and the need for the assistance to people with 
low incomes, I do not believe we can, generally over the Nation, have 
an urban renewal program without some assistance to people in low in- 
comes to get decent and sanitary housing. So I do not think I can 
answer it “Yes,” or “No.” 

Mr. Micuex. On page 10 of your testimony : 

We believe that most local governments can and desirably should eventually 
bear the total cost of planning and an increased share of project costs for urban 
renewal, with State assistance if necessary— 
should eventually bear. What is “eventually”? Could you hazard 
aguess? Ten years, or what? 

Mr. Cote. That is a matter of judgment. We are, through our leg- 
islation, asking that Congress approve a definite plan. If this is 
approved, then within the 4 years—3 or 4 years—the local government 
would assume a greater proportion up to 50 percent. It is my idea that 
we would not ask that this be assumed to any greater extent than the 
50 percent. 

Mr. Micuet. And that the stepdown, or the transition would be in 
gradual steps? 

Mr. Core. Gradual stepdowns, 60 percent, then to 55, and then to 50. 

Mr. Micuer. On page 11: 

A more simplified workable program procedure has been developed for the 
use of small localities. 

I think the chairman touched upon this earlier. How do you define 
really a “small community”? Is there anything in the works in your 
Administration that would show the line of demarcation? We have 
the same problem when we are trying to define “small business” as 
against “big business.” 

Mr. Cote. Mr. Bert Young. 

Mr. Youne. A more simplified procedure was actually directed at 
the town of 5,000 or less, even the urban nonfarm communities, even 
unincorporated villages, if they had a problem and sought some of the 
aid. However, we have not made any hard and fast rule between the 
use of the more simplified procedure and the other in terms of cities, 
but it is suggested to the regional offices that probably the simple one 
would be confined generally to towns of less than 10,000 population. 
Basically, as Mr. Cole explained before, the principles are the same. 
But we find that even these smaller cities may use the more detailed 
procedure that we have pertaining to the larger cities. 

Mr. Micuet. That is all Ihave, Mr. Chairman. 

Mr. Fountain. Mr. Cole, sections 220 and 221 of the National Hous- 
ing Act, as I understand it, were designed to encourage the construc- 
tion of private rental housing for families affected by urban renewal 
projects; is that correct ? 

Mr. Coxe. 221 applies to sales housing and nonprofit rental. 220 is 
for rentals or sales housing, but has been used primarily for the 
former. 
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Mr. Founratn. We have heard some mayors say severe restrictions 
have been attached to these sections, with the result that it is virtually 
impossible for private investors to construct housing under the pro- 
gram. I wonder if you would tell us a little bit about the operations 
of sections 220 and 221, and whether in your opinion these provisions 
are accomplishing the purposes intended ? 

Mr. Cote. We see tangible evidences that section 220 is now being 
accepted. By that I mean projects are being constructed and occupied 
by people under the section 220 program. 

Mr. Chairman, some problems which FHA faces in insuring a proj- 
ect are these: In order to insure a multi-family project in a city or 
town, FHA must determine whether or not people will live in it, and 
whether or not people will pay the rents that are necessary to amor- 
tize the debt. They must determine whether it is economically feas- 
ible. They must examine the question of the capitalization of the 
project. 

True, Congress has directed FHA to insure rental projects up to 90 
percent of the cost. On the other hand, FHA has the responsibility 
to determine whether or not these projects will work. I am not satis- 
fied that we have yet found all of the tools necessary to provide re- 
newal housing in the private market. Weare constantly restudying it. 
We are right this very day studying and discussing and examining the 
procedures and how it is operated. 

We have made some suggestions. I kind of think we may make 
some more recommendations to the Congress about this particular 

rogram. I am not as unhappy about it as I was some time ago, 
Sosan I see we are over the hump. We see some buildings being 
constructed, we see some people living in them—this is section 220. 

Section 221, up until very recently, has been—I started to use the 
word “failure”—has not been utilized. It really has not been utilized. 
However, many certifications have been made now on section 221. The 
builders are beginning to see it as a real tool. Some of them are now 
beginning to take up the certifications in order to get commitments. 
We are making some recommendations to Congress which will make 
section 221 more effective. 

My best judgment, Mr. Chairman, is that both section 220 and 221 
need perhaps a careful reexamination to make them more effective 
and some additional actions. Maybe it is all legislative, and maybe 
it is partially administrative or regulatory. My final statement is I 
am not satisfied with the operation of either one. We haven’t found 
all the answers yet, but we are certainly searching for them. 

I am inclined to think we are getting very close to the answer. We 
haven’t got it yet. 

Mr. Fountatn. Do you think, here again, the reason for the infre- 
quent use of these sections is due to a lack of adequate information 
on the part of people who might be interested in making applications? 

Mr. Biase Partially. Without any question, the lack of knowledge, 
the lack of understanding on the part of sponsors, local public authori- 
ties and cities, has been a real deterrent. On the other Nant it is true 
that money has not been too plentiful. No. 2, many builders of these 
large multifamily projects are solely builders and not investors. I 
have refused to believe that investors are not available. By that I 
mean people who are willing to invest in an equity, of some amount, 
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at least. I think there are investors for this purpose. But one of 
the real problems is builders of the large multifamily projects who 
want to get their money out now, they do not want to invest it, they 
cannot invest it, they have to continue to turn over their money on jobs. 
They build, they do not invest. That is one of the problems we have. 

Mr. Goxtpperc. Was that huge New York Life project in Chicago 
constructed under section 220? 

Mr. Core. No; but there is one now being constructed in Chicago 
under section 220. What dothey call it? 

Mr. Sterner. Michael Reese. 

Mr. Gotpsera. That is in the same area ? 

Mr. Cote. In the same area. 

Mr. Fountain. Do you all approve the selection of local attorneys 
who give legal assistance in connection with these projects under your 
jurisdiction ? 

Mr. Coie. No. 

Mr. Fountain. Who selects them ? 

Mr. Cote. The local public authority. 

Mr. Fountarn. My question is stone aang by a complaint which 
was brought to the attention of a member of this committee, Con- 
gressman Overton Brooks, who is attending his own committee meet- 
ing this morning, wanted very much to be here. While I have had 
no such complaint, myself, I would like to state generally what he 
told me. 

He said he had received complaints that the selection of counsel 
locally was not being done on a nonpartisan basis, that they went 
around and looked for Republicans to give these jobs to. Of course, 
he is a Democrat. In some instances he thought they got handsome 
fees. I thought you might want to comment on that and talk to 
him about it later. 

Mr. Corr. Yes. I would like to get the direct information on the 
individual case. May I say, sir, I would be very surprised if a local 
public authority in Congressman Brooks’ district would select a 
Republican. 

Mr. Fountain. They would have a hard time finding one, I would 
say that. 

Mr. Cote. Let me go off the record just a minute. 

Mr. Fountarn. Off the record, Mr. Reporter. 

( Discussion off the record. ) 

Mr. Fountain. On the record. 

Mr. Cote. The Administration, and/or the Agency, does not ap- 
point these local public authorities, they are appointed locally. If 
there is a political tinge to it, it is definitely a local one, and not 
controlled by the Administrator or the Administration. 

Mr. Fountain. That was the impression I had, and I was rather 
surprised when he said what he did. 

Mr. Cote. I would be very happy to look into it. 

Mr. Fountarn. I think he did want to discuss this with you. 

Mr. Cotz. May I add two things which Mr. Zimmerman called to 
my attention, on reasonableness of fees. I, being a former politician, 
thought of the political side of it. On reasonableness of fees: We 
do have some control over that through our auditing process, which, 
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parenthetically, we find complaint about, too, but we do have control 
on that, and we also have control on the capacity of the counsel on 
bond issues. As the chairman is probably well aware, the question 
of acceptable bond counsel is beyond our control. Acceptable bond 
counsel is a matter of what the industry will accept. 

Mr. Founratrn. I asked the question because I thought you might 
want to discuss it with Congressman Brooks, and find out just what 
information was brought to his attention. 

Are there any other questions ? 

(No response. ) 

Mr. Fountain. Thank you, Mr. Cole, and your colleagues. You 
have been very helpful to us. I think your prepared statement and 
the answers you have given to our questions will be very helpful to 
those who read this record. 

Mr. Cote. Thank you. We think your inquiries are very pertinent 
and very helpful. 

Mr. Fountain. Thank you. 

The committee stands recessed until tomorrow morning at 10 a. m. 

(Whereupon, at 12: 48 p. m., the subcommittee adjourned, to recon- 
vene Thursday, April 3, 1958, at 10 a. m.) 
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(Federal Departments and Agencies) 


WEDNESDAY, APRIL 30, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE, 
Washington, D. C. 

The subcommittee met at 10 a. m., the Honorable L. H. Fountain, 
chairman of the subcommittee, presiding. 

Present : Representatives Fountain, Reuss, Dwyer, Michel, and May. 

Also present: James R. Naughton, counsel, and Dr. Delphis 
Goldberg, professional staff member. 

Mr. Fountain. The committee will come to order. 

Let the record show that a quorum is present. 

I don’t think a lengthy opening statement is necessary inasmuch as 
it would be repetitious of what has been said at previous hearings. 

However, I will say briefly that the present hearings represent the 
final stage in the subcommittee’s current study of intergovernmental 
relations. These hearings have been arranged to examine the func- 
tioning of the Federal State-local programs, using as background in- 
formation the views previously expressed by Federal officials in re- 
sponse to the subcommittee’s 1956 questionnaire and the data collected 
from State and local officials by questionnaire and in regional hear- 
ings. Upon completion of these hearings the subcommittee will pre- 
pare a report on its findings. 

In general, the subcommittee is seeking evidence bearing on two 
types of problems: (1) whether the existing division of responsibility 
between the National and other levels of government is proper and 
satisfactory, and (2) whether and by what means intergovernmental 
cooperation can be improved in the grant-in-aid programs and their 
operation made more efficient and more economical. 

This morning the subcommittee will hear from representatives of 
the Department of Labor. Our first witness will be Mr. Newell 
Brown, Assistant Secretary of Labor. 

Mr. Brown, we are very happy to have you with us. I believe you 
have a prepared statement which we will be pleased to hear at this 
time. Before you begin your prepared statement, however, I wonder 
if you will give the committee something of your background ? 
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STATEMENT OF NEWELL BROWN, ASSISTANT SECRETARY, 
DEPARTMENT OF LABOR 


Mr. Brown. I will be glad to. 

It is a great pleasure to be here. This is, I might say, as will be 
indicated by some of my background, an area in which I have a great 
deal of personal interest, most recently reflected in that I am sitting 
with Secretary Mitchell on the Federal-State Joint Action Committee 
and have attended most of its meetings and found the deliberations 
most interesting. 

My background is New Hampshire, until I came to Washington, ex- 
cept for 6 years during the war when I was out of the State. Before 
my government service there, I was a newspaperman, and then for a 
period secretary to Sherman Adams, and then later on for 5 years 
was director of the division of employment security in New Hamp- 
shire. 

I came down from New Hampshire to become Administrator of the 
Wage, Hour, and Public Contracts Division in the Department of 
Labor, and in October shifted over to my present job. 

That is generally the background. 

Mr. Founrarn. I note one thing in Mr. Brown’s background which 
he, himself, would be too modest to point out. He graduated from 
Princeton University cum laude in 1939. 

You may proceed, Mr. Brown, with your prepared statement. 

Mr. Brown. I appreciate the opportunity to appear here and dis- 
cuss the question of Federal-State relationships with respect to grant- 
in-aid programs. 

The only grant-in-aid program that relates to the functions of the 
Department of Labor is the employment security program. On the 
whole, the relationships between the Department and the States in 
the administration of this program appear to be basically sound and 
generally satisfactory in actual operation. 

The overall employment security program is a very large one. It 
can be divided into two separate but closely interrelated parts—job 
placement and counseling, and unemployment insurance. Considered 
as a whole its activities and operations affect the great majority of our 
workers in one way or another. One of the two parts provides unem- 
ployment insurance protection at present for an estimated 41 million 
workers or about four-fifths of all nonagricultural wage and salaried 
workers. The other part provides a job counseling and placement 
service available to all job seekers. The employment service contrib- 
utes to economic stability through better organization of the labor 
market, and the unemployment insurance system plays a vital role in 
the Nation’s programs for maintaining economic stability by helping 
to maintain purchasing power. 

I should like to discuss briefly the principal Federal laws respecting 
employment security, then the comments contained in our reply to the 
subcommittee’s questionnaire of December 23, 1955, regarding the De- 
partment’s legislative program as of that time and concerning the 
recommendations of the Commission on Intergovernmental Rela- 
tions—the Kestnbaum Commission—which would require legislative 
action, and finally certain other proposals contained in our current 
legislative program for needed improvements in the Federal employ- 
ment security laws. 
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Mr. Robert C. Goodwin, Director of the Bureau of Employment 
Security of the Department, will discuss administrative phases of the 
employment security program and the administrative recommenda- 
tions of the Kestnbaum Commission that apply to this program and 
on which we commented in our reply to the questionnaire. 

The Wagner-Peyser Act established the United States Employment 
Service, which is a part of the Bureau of Employment Security of the 
Labor Department. The act directs the Service, among other things, 
to promote and develop a national system of employment offices for 
men, women, and juniors who are legally qualified to engage in gainful 
occupations, including employment counseling and placement services 
for handicapped persons, and to maintain a veterans’ service, a farm 

lacement service, and a public employment service for the District of 
Columbia. 

The statutory responsibility includes the furnishing of assistance 
in the establishing and maintaining of a system of public employment 
offices in the several States and their political subdivisions, and the 
stimulating of employment opportunities and the encouraging of ef- 
forts to stabilize employment. Several other laws also impose specific 
responsibilities on the Service in these overall areas which are carried 
out with the cooperation of the affiliated State employment services. 
I shall not take the time to elaborate on them here or to describe in 
any great detail how the programs of the Service operate. 

The basic objectives of the Service’s program are to aid, through an 
effective employment service system, in getting the best possible job 
for the worker and the best possible worker for the job; to assist in 
the improvement and best use of the Nation’s manpower resources ; to 
help maintain and improve our manpower readiness for defense mobil- 
ization; and to develop and disseminate employment, unemployment, 
and labor-market information in order to assist in achieving economic 
stabilization and growth, to aid in community development of employ- 
ment opportunities, and to meet the informational needs of labor, man- 
agement, and the public. 

Titles III and IX of the Social Security Act and the Federal Un- 
employment Tax Act provide for the joint Federal-State unemploy- 
ment insurance system. Under the latter act a tax of 3 percent of the 
total wages paid for covered employment is imposed upon employers 
of 4 or more in 20 weeks of the year. State unemployment insurance 
laws impose similar taxes on employers. If a State law meets the 
conditions set forth in the Federal law, the employers in the State may 
offset against the Federal tax, up to 90 percent, the amount of their 
State tax. In other words, 2.7 percent up to that figure. 

The State taxes are used only for the payment of benefits, which 
are paid to claimants under State law. 

The Secretary of Labor is authorized by title III of the Social 
Security Act, and by section 5 of the Wagner-Peyser Act, as amended, 
to certify for payment by the Federal Government to each State 
having an approved unemployment compensation law such amounts 
as he determines to be necessary for the proper and efficient adminis- 
tration of that law and of its public employment offices. Thus the 
administrative expenses of these offices, which handle both the job 
placement and counseling and the unemployment insurance phases of 
the overall employment security program, are financed 100 percent by 
grants from the Federal Government. 
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Two other laws should be mentioned in connection with the un- 
employment insurance system. Title XV of the Social Security Act, 
added to that statute by Congress in 1954, provides unemployment 
insurance protection for some 2.4 million Federal employees. This 
title authorizes the Secretary of Labor to make agreements with each 
State under which the agency administering its unemployment insur- 
ance law makes benefit payments to Federal employees, as an agent for 
the United States, in the same amount, on the same terms, and sub- 
ject to the same conditions as the compensation that would be payable 
if the Federal employment had been subject to the State employment 
security law. All costs of benefits and administration are borne by the 
United States. 

The Federal service covered by title XV is that performed for the 
Federal Government or its wholly owned instrumentalities, except for 
the following services: Those performed as a member of the Armed 
Forces, as an elective officer of the Government, by certain foreign 
service personnel, as a temporary emergency worker in connection 
with certain disasters, and as a member of certain small groups. 

The other law is the Veterans’ Readjustment Assistance Act of 
1952, which provides a temporary unemployment system for veterans 
who served in the Armed Forces at some time during the period from 
June 27, 1950, to January 31, 1955. The weekly benefit amount and 
the maximum amount of compensation which a veteran may receive 
are prescribed in this act—$26 for 26 weeks reduced by the amount 
of any benefits based on private employment—rather than being made 
to depend on the State law, as in the case of the Federal employees 

rogram. 
. owever, the veterans are subject to the eligibility and disquali- 
fication provisions of their State unemployment insurance laws. The 
funds for the payment of compensation to veterans and for adminis- 
tration of the program are provided by the United States. This tem- 
porary program will terminate on January 31, 1960. 

Recognition of the vital role that these programs play in our econ- 
omy is shown by the actions of Congress in expanding and broaden- 
ing the coverage of the laws relating to employment security. Recent 
examples are the 1954 extension of unemployment insurance protec- 
tion to Federal employees and change of coverage from employees 
of employers of 8 or more to employees of employers of 4 or more. 

Turning now to our reply to your December 1955 questionnaire, I 
would like to say a few words about our statements in it respecting 
our legislative program as of that time and concerning certain of 
the Kestnbaum Commission recommendations which would require 
legislative action. 

The Department stated in the reply that, as a part of its legislative 
program, legislation had been requested to extend the Federal-State 
unemployment insurance system to Puerto Rico. This proposal is a 
part of our current legislative program. The Puerto Rican Legisla- 
tive Assembly has enacted legislation establishing an unemployment 
insurance program for the Commonwealth independent of the Fed- 
eral-State system. 

This legislation was enacted with the expressed intention of making 
the necessary changes in the statutes of the Commonwealth if and 
when Congress permits Puerto Rico to be brought within the Federal- 
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State system. During the Ist session of the 85th Congress, a bill 
drafted by the Department for this purpose was introduced in the 
Senate, and the House Ways and Means Committee voted to report 
a bill, H. R. 634, which, as amended, embodies the Department’s pro- 
posal. This bill, however, has not been reported as yet. 

We also said that we favored improvement of the District of Colum- 
bia unemployment insurance law. This proposal remains on our 
program and has been introduced in the present Congress as H. R. 
6139 and S. 1214. These measures would entitle all eligible claimants 
to receive unemployment insurance benefits for a maximum period of 
26 weeks and tighten the wage qualifying requirements of present law. 
Although not included in our proposal, the Department believes that 
the maximum weekly benefit amount prescribed by the District law 
should be increased. 

With respect to the transfer of the public employment service for the 
District of Columbia from the Department of Labor to the District 
government, we have dropped this proposal from our legislative pro- 

ram because of opposition expressed by labor and many other groups 
in the District of Columbia. 

The next two proposals which we discussed, assistance to areas of 

rsistent and substantial unemployment and full disclosure of the 
Rianeial operations of employee pension, health, and welfare plans, 
remain in our program and are part of the program of the President. 

We have participated in drafting the administration “depressed 
areas” bill. We have also drafted a bill which would provide for dis- 
closure, as recommended by the President on several occasions and re- 
newed in his labor message of January 23, 1958, of information re- 
garding pension, health, and welfare plans. This has been introduced 
as H. R. 7802 and H. R. 7960. 

Our previous eee ae that legislation be enacted to provide for 
judicial review of the findings of the Secretary of Labor on State con- 
formity and compliance questions under the employment security pro- 
gram is not contained in our current legislative program. However, 
the Department would be in favor of the proposal if a sound bill, such 
as S. 3529 in the 84th Congress, could be enacted. 

The need for sound industrial safety programs continues. In his 
1958 economic report, the President urged—page 65: 

Efforts to develop and enforce adequate safety standards and to encourage safe 
practices should be intensified by State and local governments and by em- 
ployers * * *., 

We believe that this is the most important need in this area at the 
present time. 

The next several items in our reply to your questionnaire dealt with 
recommendations applicable to the Lienartinnsd of Labor which would 
require legislative action. We stated in response to the first of these 
recommendations, that an Assistant Secretary be designated in each 
department to handle questions of National-State-local adjustments, 
that this might be desirable for this Department. We now believe that 
it is preferable to retain the present procedure under which, as we 
pointed out in our reply, the Assistant Secretaries in charge of par- 


erm programs deal with State and local relationships in their 
elds. 
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We said that we had prepared and would transmit to Congress a bill 
authorizing the appropriation of funds from the $200 million unem- 

loyment trust fund in years when Federal unemployment tax col- 
fos tions are less than the grants required for State administration. 
Under a change in plans we did not transmit this draft bill to Con- 
gress, but we remain in favor of some provision along these lines and 
are considering possible alternative procedures. 

With respect to the next Kestnbaum Commission recommendation, 
we remain opposed to action that would substitute State auditing and 
other fiscal controls for Federal, since the Secretary is accountable to 
Congress for Federal grants to the States for the administration of em- 
ployment security programs. 

Reply to the recommendation that Congress should consider au- 
thorizing the application of sanctions in time to prevent the insol- 
vency of a State fund, we expressed the view that further study would 
be necessary to determine the best solution to the problems this pro- 
posal is designed to meet. On further study, our present thinking is 
that additional sanctions are unnecessary. Our experience indicates 
that it is more effective to work with the individual States regarding 
their financial provisions and practices. However, we are still study- 
ing the matter and a definite conclusion cannot be reached until this 
study i is completed. 

We also stated that we were not submitting legislation to extend 
unemployment insurance coverage to employers of 1 or more because 
of the then recent broadening of coverage to employers of 4 or more. 
However, this proposal is now contained in our legislative program— 
that is, one or more—and is incorporated in bills H. R. 6856 and S. 
2076, which would make several much needed improvements in the 
Federal laws relating to unemployment insurance. 

The President has recommended on a number of occasions that 
unemployment insurance coverage be extended to employers of one 
or more. Employees of firms with less than four workers are at 
present left outside the unemployment insurance system unless cover- 
age of the State law goes beyond that of the Federal law. 

Experience in the 17 States that cover employers of one or more 
Ww orkers, as well as experience under the Federal old-age and sur- 
vivors’ insurance system which covers these small employers, has 
demonstrated that this coverage is feasible from an administrative 
standpoint and that it does not. impose an unreasonable burden upon 
the small employers. Unemployment insurance is designed to provide 
protection to all workers who are subject to the risk ‘of involuntary 
unemployment to the extent that this is administratively feasible. 
The threat of unemployment is no less to persons w orking for small 
business enterprises than to persons working for the larger, and 
often more stable, enterprises. H. R. 6856 and S. 2076 would furnish 
this much needed protection. 

The final legislative recommendation of the Kestnbaum Commis- 
sion upon which we commented in our reply was that the Federal 
Government should expand its vocational rehabilitation activities 
and stimulate State activity in this field. The primary responsibility 
for the administration of the vocational rehabilitation program is in 
the Department of Health, Education, and Welfare. 
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_However, the Department of Labor is continuing to carry out its 
responsibilities in areas falling within its province. For example, a 
1956 amendment to the Longshoremen’s and Harbor Workers’ Com- 
ensation Act, containing proposals made in our legislative program, 
acilitates increased rehabilitation activities for longshoremen and 
harbor workers and for employees in the District of Columbia. 

In addition, under section 8 of the Vocational Rehabilitation Act, 
the Secretary of Labor cooperates with the Secretary of Health, Edu- 
cation, and WwW elfare in developing and in recommending appropriate 
State agencies, policies, and procedures for facilitating the placement 
of handicapped persons. The Secretary also assists in ‘developing and 
recommending methods which will assure maximum utilization of 
services which the President’s Committee on Employment of the Phys- 
ically Handicapped and cooperating State agencies are able to render 
in promoting job opportunities for such indiv iduals. 

I should like to mention one other recommendation of the Kestn- 
baum Commission which, in substance, proposed that the Secretary of 
Labor suggest appropriate legislative goals tothe States. We pointed 
out that this was our practice ‘and that considerable improvements were 
achieved in many State laws during 1955. 

With respect to the unemployment insurance program, the President 
in his economic report for 1954 and in each succeeding report has sug- 
gested that the States raise their dollar maximum weekly benefit 
amount so that the payments to the great majority of covered workers 
would equal at least half of their regular earnings, and increase the 
potential duration of unemployment benefits to 26 weeks for all persons 
who have had a specified amount of covered employment or earnings. 

Following each report the Secretary of Labor wrote to each of the 
State governors prior to the State legislative sessions calling attention 
to and emphasizing the President’s suggestions. The Director of the 
Bureau of Employment Security has written to the administrator of 
the employment security program of each of the States making specific 
recommendations for improvement in the State law. 

Since the President’s suggestions in the 1954 economic report, 50 of 
the 51 jurisdictions having unemployment insurance laws have in- 
creased the dollar maximum of their weekly benefit amount; 13 States 
have also increased the maximum duration of benefits; 4 States fol- 
lowed the President’s suggestion and provided uniform duration of 26 
or more weeks, bringing the total of such States to 7; 4 other States 
increased the maximum duration to 26 weeks on a variable duration 
basis, making a total of 24 States with a maximum of 26 weeks for some 
workers. 

As I pointed out a few minutes ago, several of the legislative pro- 
posals upon which we commented in our reply to your questionnaire 
remain on the Department’s legislative program. In addition, there 
are several other areas in which additional legislation is urgently 
needed in order to improve the unemployment insurance programs. 
Our current legislative program contains several proposals which 
would bring about these improvements, and bills to achieve these objec- 
tives have been introduced in Congress. All of them are in accord 
with the President’s program. 

I should like briefly to describe these new proposals. A number of 
them are contained in our draft bill, introduced as H. R. 6856 and 
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S. 2076, which I mentioned earlier. H. R. 8888, which was passed by 
the House during the Ist session of the 85th Congress, contains provi- 
sions similar to those of these bills. However, H. R. 8888 omits by far 
the most important of the provisions of the Department of Labor 
proposal, namely, the extension of unemployment insurance coverage 
to employers of one or more. 

The Department’s proposals as incorporated in these bills would 
extend coverage to employees of certain partially owned Federal in- 
strumentalities such as the banks of cooperatives, as well as to em- 
ployees of certain instrumentalities neither wholly nor — 
owned by the United States, such as the Federal Reserve Bank, Fed- 
eral land banks, and others. 

In addition, the bills would bring within the program about 5,000 
employees working on American aircraft outside the United States 
and also the employees of approximately 100 to 200 feeder organiza- 
tions, many of which have a substantial number of employees. A 
feeder organization is one operated for the primary purpose of carry- 
ing on a trade or business for profit that cannot claim Federal income 
tax exemption on the ground that all its profits are payable to one 
or more nonprofit organizations. 

These three extensions are highly desirable. The first would give 
employees of these Federal instrumentalities a type of protection 
which is now denied them but given to employees of wholly owned 
instrumentalities. As to the second, the proposed coverage of workers 
on American aircraft outside the United States is similar to that 
now afforded to American seamen under corresponding circumstances. 
Respecting the third, there is no reason why employees of feeder or- 
ganizations should not be given the same protection as is afforded to 
employees of other profitmaking enterprises. Congress has shown its 
intention to treat feeder organizations the same as those enterprises, 
since their income is specifically made taxable and their employees 
are covered by the old-age and survivors’ insurance program. 

Another proposal which would provide a much-needed improve- 
ment in unemployment insurance coverage is contained in bills, 
drafted by the Department and introduced as H. R. 11630 and H. R. 
11631, which would provide a permanent system for ex-servicemen. 
The Ways and Means Committee has ordered H. R. 11630 to be 
reported. These measures would cover under title XV of the Social 
Security Act all veterans who entered the Armed Forces for the first 
time after January 31, 1955, or whose latest separation from active 
duty occurs after the effective date of the bill, if they have served 
for at least 90 consecutive days and were separated under conditions 
other than dishonorable and for reasons other than bad conduct. 

The program for ex-servicemen would be administered by States 
under agreements with the Federal Government in substantially the 
same manner as the program for civilians employed by the Govern- 
ment. However, an ex-serviceman’s claim would be processed under 
the law of the State where he first files his claim after his most recent 
release from active service, and the amount of wages on which his 
benefits would be computed would be determined from schedules 
issued periodically by the Secretary of Labor specifying the remuner- 
ation for each pay grade, including subsistence allowances. 
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The need for legislation of this nature is evident. An individual 
whose active duty in the armed services is terminated iis as much in 
need of financial assistance to tide him over the period necessary to 
find a job as the individual whose civilian job is terminated. In ad- 
dition, the period of readjustment to civilian life, particularly the 
locating of a job by a person leaving military service, can frequently 
be difficult. 

These men, when released from military duty, are not unemployed 
through fault of their own. but are similar to wor kers whose civilian 
jobs are involuntarily terminated. Unemployment insurance should 

rotect their purchasing power for a reasonable period, while they 
Gia another job, in the same manner as it performs this function for 
civilian workers. 

The enactment of the proposals'to which I have just referred would 
be of great benefit to the employment security program. 

Mr. Goodwin will describe for the committee other aspects of our 
Federal-State relationships and the administrative recommendations 
on which we commented in our reply to your questionnaire. Let me 
thank you again for the opportunity to appear here today and discuss 
this subject. 

T should like to thank you again for your courteous attention. 

I would like to comment further, when the time for questioning 
comes; I would like to ask Mr. Merrill Murray, of the Bureau, to sit 
with me, who is far more versed in the Federal program, and in my 
interest of giving the committee full answers. I would appreciate it. 

Mr. Fountarn. The committee would like to cooperate to the fullest 
extent, Mr. Brown. To eliminate the possibility of some duplication 
in questioning, we will hear from Mr. Robert C. Goodwin, Director 
of the Bureau of Unemployment Security, at this time. 

Mr. Goodwin, I wonder if you will describe briefly for the com- 
mittee your background of training and experience. 


STATEMENT OF ROBERT C. GOODWIN, DIRECTOR, BUREAU OF 
EMPLOYMENT SECURITY 


Mr. Goopwin. Yes. Thank you, Mr. Chairman. 

I have been in this particular program since 1937 in one way or 
another. I started my public career in the city of Cincinnati. I 
worked there for 5 or 6 years and then started with the Social Security 
Board as Regional Director for a few years, then became Region: ul 
Director of the War Manpower Commission. 

I went from that to the position of National Director of the War 
Manpower Commission for a short time at the end of the war, and I 
have been Director of this Bureau in its several forms since the end 
of the w ar in 1945. 

I say “its several forms,” because first it was just the Employment 
Service, which you may remember had been separated out during the 
war, and then later was combined with Unemployment Insurance. 
So that ismy background. 

Mr. Fountarn. Thank you very much. You may now proceed with 
your prepared statement. 

Mr. Goopwtn. My statement will be devoted, Mr. Chairman and 
members of the committee, to the administrative aspects of your sub- 

32370—59——9 
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committee’s inquiry; namely, (1) the Department’s views regarding 
and actions taken to implement the recommendations of the Com- 
mission on Intergovernmental Relations with respect to the employ- 
ment security program; and (2) actions taken to improve the opera- 
tion of the program and working relations with the State employment 
security agencies. 

As background for a discussion of the specific recommendations of 
the Commission and actions taken, I would like to describe briefly 
how the Bureau carries out its responsibilities in this Federal-State 
program. The Bureau has the following broad functions: 

(1) To prepare budgetary requests and allocate appropriated funds 
to the States for administration, and, with respect to the Federal 
unemployment compensation programs for benefits ; 

(2) To establish fiscal standards for the expenditure of such funds 
and to audit their expenditure; 

(3) To review State legislation in order to determine whether it is 
in conformity with Federal requirements ; 

(4) To provide professional advice and assistance to State agen- 
cles ; 

(5) To review and appraise State administration to determine 
whether it is in compliance with Federal standards; 

(6) To provide and enforce standards for a merit system of per- 
sonnel administration. 

The Bureau also has the responsibility of making studies, collect- 
ing information on the program, and accounting for its operation to 
the Congress. 

In order to carry out these functions, the Bureau is organized into 


services on a program basis, including the Employment Service, Farm 
Placement Service, Veterans Employment Service, and Unemploy- 
ment Insurance Service; and also on a functional basis for program 
review and analysis and the budget and business management func- 
tions. In order to have personnel that are more intimately oer 


with individual State problems and are more readily avai 
State personnel, the Bureau had 11 regional offices. 

The Bureau also maintains contact with the State agencies through 
field trips of technical personnel to assist in the solution of partic ular 
problems, through regional and sectional conferences, and through 
national meetings on special problems. Bureau personnel also c ollabo- 

rates with State technical personnel in the development of special pro- 
grams through task forces of Federal and State people. Finally, a 
good portion of our consultation with State personnel on a national 
basis is carried out through the various committees of the Interstate 
Conference of Employment Security Agencies. 

Mr. Fountarn. May I interrupt at this point to ask where the re- 
gional offices are located and the makeup of the staffs of each of these 
offices ? 

Mr. Goopwin. Taking the second part of your question first, Mr. 
Chairman, we have on the average of 8 or 9 people in each regional 
office. They have a regional director and then we have employment 
service specialists and unemployment insurance specialists. Their job 
is principally to work with the States on problems in the States and 
carry out these functions that I have just listed here. 


able to 
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We have 1 in Boston, 1 in New York; we have 1 in Chambersburg, 
Pa., now. We have 1 in Atlanta, 1 in Cleveland, 1 in Denver and 1 in 
Seattle, 1 in San Francisco, 1 in Kansas City, 1 in Dallas. Then we 
have 1 in Chicago. Those are the 11. 

Mr. Fountain. Do the regional office directors have authority to 
make decisions on that level ? 

Mr. Goopwin. Within policy, they do. 

Mr. Fountain. Within policy? 

Mr. Goopwin. Yes. We have to keep fairly close touch with them 
in order to get a degree of uniformity so that all States are treated 
equitably. ‘This applies particularly in such areas and functions as 
allocation of administrative money. In that respect we work that out 
very carefully with a committee of the Interstate Conference consist- 
ing of State administrators or assistant State administrators. 

Mr. Fountain. Thank you. 

Mr. Goopwin. With this as background, I would like to review our 
positions on the administrative recommendations of the Commission 
on Intergovernmental Relations as previously reported to you, with 
special emphasis on actions we have taken with respect to these recom- 
mendations. I would then like to close with some examples of proj- 
ects that have recently been carried out or are in process which I be- 
lieve are both improving our relationships with the States and the ad- 
ministration of the program. 

We, of course, endorsed the Commission’s recommendation that the 
merit system requirements of the Social Security Act continue to be 
applied to the employment security program. Since reporting to you, 
the Bureau has developed a program for improving personnel man- 
agement in the State agencies. This includes: (a) personnel research 
on the employment and claims interview ing functions in order to de- 
termine the qualifications required for these positions; (6) the initia- 
tion of a clearinghouse system for the exchange of personnel materials 
among State agencies; (¢) issuance of a guide concerning the scope, 
elements, and objectiv es of a personnel program; (d) adoption of a 
policy facilitating the exchange or loan of outstanding technical per- 
sonnel by State agencies; and (e) an analysis of employee fringe 
benefits provided by each State. 

The Department, as indicated in its reply to the 1956 questionnaire 

-annot accept completely the Commission’s recommendation that legis- 
lation be secured to substitute a State’s auditing, purchasing and other 
fiscal controls for those of the Secretary of Labor. Our objection 
applies particularly to the auditing function. 

We believe that, since the funds used by the States for administra- 
tion are derived wholly from Federal grants, the Secretary must as- 
sure himself that the funds are properly spent. This assurance is pro- 
vided through a Federal audit of State expenditures. The extent of 
the test check and the intensity of the audit differ in each State de- 
pending upon the type and effectiveness of the internal checks and con- 
trols operating within the particular State agency. This Federal audit 
is generally not duplicated by State auditors. 

The Department does accept the fiscal controls of the respective 
States when these will accomplish substantially the same results as its 
own fiscal standards. Where departments of State government exer- 
cise statewide fiscal controls, these are accepted by the Department if 





126 FEDERAL-STATE-LOCAL RELATIONS 


they will produce substantially the same results as the Department’s 
fiscal standards. Some State governments, however, do not have any 
agencies exercising statewide fiscal controls. In other States, where 
statewide fiscal controls exist, considerable variation is found in the 
extent to which the controls are adequate to accomplish the same 
results as the Department’s fiscal standards. 

The Department’s fiscal standards enable State administrators to 
proceed with certainty that expenditures made in accordance with 
them are proper. New standards are adopted and existing ones are 
modified in accordance with changing operating needs and experience. 
Since the Department’s questionnaire was sent to the committee, the 
following changes have been made: On June 14, 1956, the Bureau’s 
standard on payment for services furnished by other State depart- 
ments than the State employment security agency was revised. The 
Bureau now allows, in addition to direct costs and identifiable costs, 
a pro rata share of the furnishing agency’s administrative or overhead 
expenses if the following conditions have been met: (1) Such cost 
is authorized by State statute or statewide regulation; (2) all State 
agencies served are charged on the same basis; and (3) the method of 
proration has been approved by the Bureau. 

A reappraisal has also been made of the Bureau’s space standards 
for local employment security offices. A Bureau-State work committee 
was established for the purpose of analyzing space needs and to develop 
guides to assist State agencies in meeting these needs. This committee 
has not yet completed its work. 

A standing committee has also been appointed to evaluate any fiscal 
standard as it relates to good personnel management. A major study 
has been completed on the effect of the 2-percent limitation for salary 
advancements in State administration. Nochanges were recommended 
and a State committee on personnel management has agreed with this 
conclusion. 

The Kestnbaum Commission also recommended continuing attention 
be given to simplifying the budget process and the time distribution 
system used in connection therewith. The budget process is designed 
to accomplish two primary purposes: (1) To obtain appropriation 
of sufficient funds to administer the State employment security pro- 
grams; and (2) to distribute the funds appropriated by Congress so 
that each State will receive, within the limits of the total appropria- 
tion, what it needs for proper and efficient administration. 

Shortly after the Commission made its reeommendations—that is, in 
July 1955—a sharp reduction was made in the amount of time distri- 
bution data to be reported by the States. Budget requirements have 
been revised to allow standard time factors for broader categories of 
operations which have materially reduced the justification for per- 
sonal service previously required from the States. While there has 
been no major change since our last report to the subcommittee, simpli- 
fication of budget processes has been continuously emphasized. For 
instance, when additional funds for administration were required by 
the State agencies during the current fiscal year because of the signifi- 
cant increases in claims workloads, a simple form was used by the State 
agencies for requesting the needed funds instead of our requiring the 
preparation and submittal of formal supplementary budgets. 
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A survey was started in February 1958 of the present method used 
by the State agencies in pr eparing budgets in order to obtain an esti- 
mate of the time spent by State agency staffs in appraising their fund 
requirements and preparing the basic budgets, and to determine what 
improvements sib simplification can be made in the method pres- 
ently used. This study San not yet been completed. 

Also, a Bureau-State work committee was established for the de- 
velopment of guides to assist the States on long-range fiscal planning 
and to give the States an opportunity to participate in the develop- 
ment of the State grants appropriation requests. The first meeting 
was held during the week of March 16, 1958, on the 1959 request, and 
future meetings will be held each year. In this w ay, the State agen- 
cies jointly participate with the Bureau in fiscal and ‘budgetary plan- 
ning to accomplish mutual goals. 

W ith respect to the next recommendation of the Kestnbaum Com- 
mission; namely, that State budgetary requests and estimates flow 
through regularly established executive and budgetary channels at 
the State level, the State executive now has the author ity to bring the 
State employment security agency under his control, as is true for any 
other department of State government. In many States, at the pres- 
ent time, either the exec utive, the State legislature, or some other 
State department is involved in some way in the processing of State 
employment security budgets. 

A survey in 1952 revealed that a review of the budget by some offi- 

cer of the executive branch was made in 23 States. Whether or not 

Sealer ment security budgets flow through other executive and budg- 
etary channels at the State level, the State employment security 
agency must in any case initiate the estimates of funds required to 
carry out statutory responsibilities. 

Also, the State employment security agency must be held account- 
able by the Department for proper and efficient administration of the 
program for which the grants are made. We therefore believe that 
the basic responsibility for determining the amounts needed for ad- 
ministration of employment security and the expenditure of Federal 
grants for this purpose should not be diffused among several depart- 
ments of the State government. 

Turning from fiscal matters to more genera] administration, the 
Commission on Intergovernmental Relations recommended that the 
Secretary of Labor consult the States before adopting rules, regula- 
tions, and standards materially affecting the program of the States, 
including consultation with the State governors as well as employ- 
ment security directors. 

The Bureau agrees with this recommendation and has followed this 
practice for many years. I have indicated some examples of ways in 
which the Bureau works with the States through task forces and com- 
mittees to develop new or revised standards or procedures. Much of 
the consultation is carried out with the committees of the Interstate 
Conference of Employment Security Agencies. Thus, when the 
program for the payment of unemployment compensation for vet- 
erans was established in 1952, the proposed regulations issued by the 
Secretary of Labor were discussed with a committee of the Interstate 
Conference prior to issuance, and the same was done prior to issuing 


regulations for the program of unemployment compensation for Fed- 
eral employees in 1954. 
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With respect to consultation with governors, the Bureau, chiefly 
through its regional directors, advises with governors on matters re- 
lating to employment security on a State-by-State basis. As indi- 
cated in Mr. Brown’s statement, the Secretary of Labor, in addition, 
has written the State governors annually for the past 5 years with 
respect to recommendations for improvement in their State unem- 
ployment insurance programs that were made by the President in his 
economic reports to the Congress. 

Mr. Fountain. Right at that point, what kind of response do you 
get from the governors ? 

Mr. Goopwin. I think we have gotten very good response, Mr. 
Chairman, and I think this is demonstrated by the letters that the 
Secretary has received on this point, and also by the actions the 
governors have taken with their own legislatures in undertaking to 
improve the program. 

Mr. Brown indicated that virtually all of the States have made some 
improvement in the program in the last few years and it is partly due, 
I am sure, to the leadership that the Secretary of Labor and the 
President have taken in that. 

There remains the recommendation of the Commission that “ad- 
ministrative provision should be made for a hearing board to advise 
the Secretary of Labor on conformity and compliance cases before 
he renders a decision.” 

Under section 303 (b) of the Social Security Act and section 3304 
(c) of the Taternal Revenws Code the Secretary must afford to a State 
a hearing before he can find that it has failed to comply with one of 
the required Federal standards. There must also be a hearing before 
a State can be found to have failed to conform with section 3304 (a) 
of the Internal Revenue Code because its law no longer contains one of 
the required standards. It is not clear whether ‘the intent of the 
recommendation of the Commission is that hearings under these sec- 
tions should be before the proposed Board rather than before the 
Secretary. 

Hearings under these sections are before a hearing officer appointed 
by the Secretary. The officer hears the arguments of the interested 
parties, receives briefs and any written ar guments or exhibits offered, 
and writes a suggested decision, based on the entire record. The 
Secretary may accept, modify, or reject the suggested decision as he 
sees fit. 

The Secretary adopted the device of an advisory panel in connec- 
tion with the California hearing on a compliance issue in 1955—the 
only hearing held in recent years. This panel was requested to 
review the record and advise him on the case. The members of the 
panel, all distinguished lawyers, were the Honorable George Neff 
Stevens, dean of the Washington Law School, who served as chair- 
man; the Honorable Nathan Cayton, chief judge of the municipal 
court of appeals for the District of Columbia; and the Honorable 
John Ritchie III, dean of the University of Wisconsin Law School. 
The Secretary considered the entire record, including the recom- 
mended decision of the panel, in reaching his decision, which was 
rendered on April 24, 1956. He found that the State had not failed 
to comply substantially with the Federal standard in issue in that 
case. 
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Your subcommittee has asked that, in addition to reporting on fur- 

ther actions on the Kestnbaum Commission recommendations, it be 
given a description of significant administrative actions taken by the 
Department in the past few years to improve the operation of the pro- 
gram and the Department’s working relationships with the State gov- 
ernments. 

I have already reported on some of these actions in connection with 
reporting on our actions on the Kestnbaum Commission recommenda- 
tions. Perhaps the most important program grew out of a study made 
of the Bureau’s operations by a group of consultants shortly after Sec- 
retary Mitchell took office. “This recommendation was that there be a 
periodic, comprehensive evaluation of the programs and operations of 

each State agency. This program of evaluation began in June 1955, 
and has been revised as experience with the evaluation evolved. 

A thorough review is made of each State agency and a written evalu- 
ation prepared, related to the objectives of the employment security 
program as established by the Department of Labor. This evalua- 
tion, together with recommendations for correcting any deficiencies in 
operations, is then presented to the State administrator. It is designed 
to help carry out proper program planning, to insure conformity and 
compliance with legal requirements, to measure the achievements of 
the employment security system, and to promote higher standards of 
performance and program effectiveness. The evaluation program also 
helps to discover new techniques and procedures for improving serv- 
ices, as developed and applied by State agencies, and to formulate a 
systematic program for the Bureau’s work with each State agency 
aimed at overe oming existing deficiencies in State agency operations. 

These complete evaluations are made biennially with one-half the 
States being covered each year. A summary progress report is made 
on each State agency midway between each biennial evaluation. 

Evaluation outlines have also been prepared for the States’ use in 
making their own evaluations of their programs. These evaluation 
outlines permit a State to determine systematically whether it is secur- 
ing effective program performance in such areas as field supervision, 
staff training, local office operations, claims taking, statistical report- 
ing, and a dozen other operations. 

The Bureau has also instituted a State management appraisal pro- 
gram which is conducted with the cooperation of State personnel. 
This activity provides for a constructive and objective examination 
of all phases of the organization and administration of an employ- 
ment security agency and is directed toward improving both admin- 
istration and program operations. It embraces such areas as suita- 
bility of the overall organization in relation to program requirements 
and evaluates the effectiveness of such areas as administration, dele- 
gation of responsibility and authority, adequacy of management plan- 
ning and controls, and utilization of staff resources. Suc ch a manage- 
ment consulting function is similar to that being performed by many 
management firms working in industry, and in doing this, the Bu- 
reau supplies the impetus “for making needed changes that are in- 
herent in any organization study. It brings into full play one of the 
principal advantages of the Federal- State shared- -responsibility sys- 
tem which is that of providing to the States the gains of experiences 
and techniques which have been developed by other State agencies. 
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Because of limited personnel, this program has been carried out in 
only a few States, but these States have expressed enthusiastic appre- 
ciation for this service. 

As has been the practice in the past, the Bureau during the past 2 
years has sponsored numerous training conferences attended by State 
agency personnel and several work committees, requiring participation 
of both State and Buerau personnel responsible for specific phases of 
the program. Among the subjects dealt with in the training confer- 
ences were farm placement, job analysis methods, labor market re- 
search and statistics, services to youth, services to older workers, and 
employer relations. Examples of work committee assignments were 
those on personnel management, staff training, the foreign labor wage 
and ceiling program, and uniform operating instructions for the farm 
placement program. Both the training conferences and the work com- 
mittees typify, we believe, the close working relationships maintained 
between State and Federal personnel responsible for administering 
the employment security program. 

The actions taken to meet the problems growing out of the present 
unemployment situation will serve to illustrate how, aside from special 
projects, the Bureau works with the States. As soon as it was apparent 
last fall that unemployment was becoming serious, the Bureau initiated 
a whole series of actions. 

A special program letter was sent to all the States giving a series of 
suggestions as to ways they could simplify and streamline operations 
to meet the increased claims load. A supplementary appropriation 
request, based on the anticipated increases in claims loads, was pre- 
pared and submitted to the Bureau of the Budget. Permission was 
secured from the Budget Bureau for the States to spend at a higher 
rate than the regular appropriation would allow, in anticipation 
of asupplementary appropriation. 

This enabled the States to quickly expand their claims personnnel. 
A special conference of the seven largest States was called to exchange 
ideas on how they were meeting mass claims loads. I am happy to say 
that the States handled greater claims loads than ever before with 
greater facility than in previous recessions. One of the major factors 
was that, at our suggestion and with our encouragement, the States 
had lists of standby personnel (many of whom were former employees) 
from which they could recruit personnel almost overnight and put to 
work with a minimum of training. 

It would be impossible, of course, without the preparation of a 
very extensive statement, to cover all the ways in which the Federal- 
State relationship in our program is carried out, or to relate all our 
accomplishments in recent years. I trust, however, that the fore- 
going has given the subcommittee a sufficiently adequate picture to 
fulfill its purposes. 

We appreciate the constructive interest of your subcommittee in 
our program. It is my considered opinion that the Federal-State 
relationship in the employment security program has greatly im- 
proved in the last few years. I also believe that these improved 
relationships and methods of working together have resulted in a 
great improvement in the administration of the program. I want 
to assure you that we will continue to work for further improvement 
in our working relationships with the States. 
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Thank you very much, Mr. Chairman. 
Mr. Fountain. Thank you, Mr. Goodwin. I want to compliment 
both you and Mr. Brown for your very well prepared and responsive 
statements to the points contained in my letter to the Secretary. 

I will ask a number of questions, but I want the members of the 
committee to feel free to break in any time. 

As you noted in your statement, Mr. Brown, the President, in his 
economic report transmitted to Congress i in January, indicated that 
in many States unemployment insurance coverage and the size and 
duration of benefits fall short of recommended standards. The 
President said, and I quote: 


It is again suggested that the States increase maximum benefits so that 
the great majority of the covered workers will be eligible for payments equal 
to at least half their regular earnings, and that States which have not already 
done so lengthen the maximum term of benefits to 26 weeks for every person 
who qualifies for any benefit and who remains unemployed that long. 

How much voluntary State action has been taken since the Presi- 
dent suggested these standards last January ? 

Mr. Brown. You are referring to January 1958? 

Mr. Fountarn. Yes. 

Mr. Brown. I will have to ask for more detail. 

In the first instance, not many of the State legislatures were in 
session this year, relatively, as you know. It is the odd years when 
the majority are convening. 

The States, or a number of them, have taken action—specifically 
Connecticut and New York. Those are two I can think of. Are there 
any others you know of, Bob? 

Mr. Goopw1n. There are several more. Mr. Murray might know. 

Mr. Brown. May I ask Mr. Murray to join us at the table? 

Mr. Founratn. Yes; you gentlemen feel free to supplement your 
answers. You may move up closer, if you like. 

Mr. Murray, will you identify yourself for the record ? 

Mr. Murray. I am Merrill G. Murray, Assistant to the Director 
of the Bureau of Employment Security. 

Mr. Goopwin. My recollection is there were 6 or 7 States that made 
some improvement this year. 

Mr. Fowntarn. Do you have indications that other States will 
voluntarily carry out these suggested standards? 

Mr. Brown. i think it is difficult to say in all honesty whether the 
State moves as a result of the Secretary’s letter and the President’s 
encouragement, or as a result of internal forces and pressures. 

I think there was substantial activity in the past sessions, imme- 
diately past sessions, of the States. 

Would the committee like us to furnish them the information we 
have in summary form as to what States could act, being in session, 
and what States did act? 

Mr. Founrtarn. I think it would be helpful to the committee if 
you would do that. 

Mr. Murray. May I suggest Mr. Brown give the information for 
the last year in which all the States were in session, to give you a com- 
plete picture? 

Mr. Fountarn. That would also be helpful. 
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(The information requested is as follows:) 


1958 changes in maximum amount and maximum duration provisions of State 
laws as of April 30, 1958 


Maximum weekly Maximum 
benefit duration 


From— To— From— 





Arizona 
Connecticut _-_--- 
Delaware. -.- 
Kentucky-___-. 
New York._- 


1 Temporary extended benefits. 
2 Retroactive to July 1, 1957. 


1957 changes in maximum amount and maximum duration provisions of State 
laws 


Weekly benefit Duration 
amount 


From— To— From— 


Alabama..--- ; : whe $25 $28 | 
California. __- 33 40 
Colorado_._--- 28 35 
Connecticut___- 35-52 40-60 
Florida 2 ie 26 30 
Idaho _- , 30 40 | 
Tilinois_-- 28-40 30-45 | 
Indiana__. . F 30 | 33 
Kansas... : - 32 | 34 
Maine : / 30 | 33 
Maryland__- ‘ : oe aad 30-38 | 35-43 
Massachusetts ! ; | 
Michigan 1__- a 30-54 30-55 | 
Minnesota. - , ; 3: 38 | 
Missouri. : | L 33 
Montana.-__- S i ; | 5 32 
Nebraska. -- ‘i ; ; 2 32 
Nevada__-_- acces eee sea 

North Carolina. _ at i tobe d 32 
Oklahoma- 

Oregon. J errs A | 3: 

South Dakota_- Goda éhigahinsnsblandone ane enteded 25 28 
Wisconsin. g nienbaae uae waclnahd é 38 
Wyoming... i 





1 Increase in dependents’ allowances only. 


Mr. Fountain. Mr. Brown, you stated, and I believe Mr. Goodwin 
also made the same statement, that the Department of Labor remains 
opposed to action that would substitute State auditing and other fiscal 
controls for Federal controls. The reason you gave for the opposi- 
tion is that the Secretary is accountable to Congress for the Federal 
grants to States, and of course these are Federal funds. 

Would the Department’s position be any different on this question 
if Congress expressly authorized the Secretary to establish minimum 
standards for State performance and to exercise discretion in accept- 
ing substitute State fiscal audits? 

Mr. Brown. If the Congress explicitly went on record, explicitly 
to that effect, the Secretary would certainly take a very careful new 
look at the situation, but I think—subject to any comment Mr. Good- 
win might want to make—this would have to be, in our view, a rather 
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strict set of standards in order to maintain the type of accountability 
which I think the Secretary wants to maintain and which I believe 
the Congress would want to maintain over Federal funds. Would 
you like to add anything? 

Mr. Founratn. Would you like to add anything, Mr. Goodwin? 

Mr. Goopwrn. Yes, I would. I think the problem here, Mr. Chair- 
man and members of the committee, arises out of the fact that in this 
program we have a 100 percent Federal grant for administration. I 
know in our discussion of this problem as it has come up from time 
to time with the Appropriations Committee, they have felt as long 
as that situation prevailed, it is awfully hard to delegate the auditing 
function to the States. 

Our Appropriations Committees have been favorably inclined to 
strengthen this phase of Federal operation, rather than to weaken it, 
simply because they felt this is the only way that Congress can be 
assured that the money is spent for the purposes for which the Con- 
gress appropriated it. 

You would have a different kind of problem if it were not a 100 per- 
cent grant. 

Mr. Founrarn. So, even with that legislative authorization, you 
think that the Secretary would still feel ‘responsible for carrying on 
these audits because of the extent to which the Federal Government 
provides funds? 

Mr. Goopwin. Well, if the Congress established that as a policy, 
I am sure the Secretary would follow it. 

Mr. Founratn. Suppose it were discretionary. 

Mr. Goopwin. My point is this: I think our advice to the Congress 
would be that that would not be sound policy. I know that would 
be mine. Although I am not sure that would be the decision of the 
Secretary on this particular point, my personal feeling is it would 
not be sound policy to substitute a State audit for the Federal audit. 

Mr. Fountatn. Dr. Goldberg, what were the reasons given by the 
Kestnbaum Commission for that recommendation ? 

Mr. Gotprerc. The recommendation was motivated largely by the 
Commission’s desire to build up the role and the responsibility of the 
States. With respect to employment security, the basis for this rec- 
ommendation was not really explained. It was apparently supported 
asa desirable principle. 

The Kestnbaum Commission’s recommendation in this connection 
followed closely the recommendation of its Study Committee on Un- 
employment Compensation and Employment Service, on which I 
believe Mr. Goodwin served as a member. 

Mr. Goopwin. Yes. 

Mr. Gotpperc. This suggests the possibility that Mr. Goodwin can 
enlighten us as to why the study committee thought this approach 
would be desirable. 

Mr. Goopwin. Well, I might say, Mr. Goldberg, by way of explana- 
tion, my interpretation of what developed there was that there was a 
feeling as an overall proposition it was desirable to tie in more of the 
different units in the State, and we agreed to that. As indicated in 
my prepared testimony this morning, we have taken steps to do that 
in certain directions. 
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ILowever, we do not think it is sound to carry this into the auditing 
function bec ause—primarily because of the 100-percent grant w hich 
I mentioned earlier. 

Now, I do not recall at this point in time whether the auditing 
function was separated out for discussion by the task force—the 
Kestnbaum task force or not. I am inclined to think it was not. 

Mr. William Curtis who is a member of my staff, also the secretary 
to the Interstate Conference of Employment Security Agencies, 
assisted me in my work with the task force. 

Bill, do you remember whether this particular point on auditing 
was separated out for consideration ? 

Mr. Curtis. Mr. Chairman, as I remember it, the recommendation 
coming out of the task force on this point was the recommendation of 
Dr. Eberling who was chairman of the task force. 

Dr. Eberling prepared a statement of his views on moves that would 
strengthen the employment-security system. I believe this particular 
recommendation was Dr. Eberling’s rather than that of the task force 
as a whole. 

Mr. Fountain. Mr. Curtis, will you identify yourself for the record 
at this point ? 

Mr. Curtis. [am William R. Curtis, special assistant to Mr. Good- 
win, Director of the Bureau. 

Mr. Goupserc. I think I can throw some light on this matter. 

In Dr. Eberling’s minority report, he goes into this question quite 
extensively. Then, in the chapter of the report dealing with Other 
Administrative Issues, the study committee as a whole recommends 
further consideration of this approach but in less detail than in Dr. 
Eberling’s individual statement. So, apparently it was adopted as the 
position of the study committee. 

I had hoped Mr. Goodwin could explain why the study committee 
felt this might be a desirable arrangement. 

Mr. Goopwin. My recollection of it is as far as the study committee, 
itself, is concerned, they concluded that, as a general principle, more 
activities ought to get into the State channels and the State machiner v; 
and I do not recall ‘that the committee specifically endorsed the audit- 
ing function, and I do not believe—or I doubt very much whether 
the committee would have agreed to it. 

I know I would not have agreed to it at that time. 

Mr. Gotppera. As a gener: al principle, it seems to be a very attrac- 
tive thing. The merit of the idea undoubtedly depends on how feasible 
that kind of a delegation might be in practice. 

Mr. Goopwin. Well, I think it is w rong in principle, given the set 
of facts we have in this program now as far as auditing 1s concerned. 

Mr. GoutpperG. Do you feel, Mr. Goodwin, there is any essential dif- 
ference in the strictness of the Federal fiscal controls that ought to 
apply, depending on whether the program is financed by a 100-percent 
Federal grant or, let us say for purposes of illustration, a 50-50 
Federal-State matching arrangement ? 

Mr. Goopwin. Yes; I do. 

Mr. Gotpperc. You feel there is a valid distinction between the kinds 
of Federal controls that should apply in those two situations ? 

Mr. Goopwin. Yes: I do. We have this illustrated in another area. 
You take in the salary area, we have to operate with what we call a 
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rule of comparability, and that means the salaries in the employment 
security program in a State must be comparable with other like jobs 
in the State. 

Now, where you have a 50-50 matching basis, the State is putting 
enough money into the salaries that that in itself is a brake on how 
high ‘they g go. You do not necessarily need a comparability policy 
in order to have proper control. But we know from experience that 
this would get out of line and get beyond a point that we could justify 
unless we applied this comparability policy. 

Mr. Gotppera. In this area where 100 percent Federal money for 
State administration is provided, haven’t you here already approved 
and examined the budget requests of each of the States? 

Mr. Goopwin. Yes; but it is not in that detail. I mean it does not 
include a position-by- -position approval of the salary scale. 

Mr. Gortppere. I was very interested to see in your statement that 
the extent of the test-check and the intensity of the audit differ in each 
State depending on the effectiveness of the internal operating controls 
in a particular State agency. 

It seems to me this was a step in the direction of allowing the States 
more discretion in those cases where you are convinced that the stand- 
ards of their performance are high. 

Mr. Goopwin. Yes; and in that area we not only can do it, but it is 
highly desirable that we do so. 

Mr. Gorpserc. How long have you been differentiating in the in- 
tensity of your check, depending on a State’s performance ¢ 

Mr. Goopwin. Well, as far as I have had experience with the Bureau, 
that principle has been followed, although I think that we went 
further with that after the Kestnbaum Commission report than we 
had before. 

Mr. Gotpperc. Are there certain States—I do not know whether you 
care to identify them by name—that you consider so good in their 
administration that the intensity of your check is very light ? ? 

Mr. Goopwin. Yes. 

Mr. Founrain. Is it true that on the basis of your experience with 
some of the States in the operation of their programs and audit sys- 
tems, you consider the acceptance of this audit recommendation 
inadvisable ? 

Mr. Goopwin. Yes; I think that is true, Mr. Chairman. 

Mr. Founrarn. The statement was made in our regional hearings 
that the experience rating system used in the unemployment compen- 
sation program has opened up the same type of interstate competition 
that the or ‘iginal law was designed to avoid. 

Do you agree with that observation, Mr. Brown? 

Mr. Brown. I think a good deal is made of the competitive aspect 
of this situation. 

My own judgment would be that the other virtues of experience 

rating offset whatever limitations it may have in this particular 
connection. 

Looking at the payroll tax, the maximum payroll tax of 2.7, with 
few exceptions, on wages up to $3,000, the actual impact of this tax 


on a business’ ope rations, its competitive position, is not apt to be 
extreme, I think. 
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Mr. Founrarn. In order to avoid such interstate competition, I be- 
lieve it was proposed that the Federal laws be amended to provide for 
a minimum State tax rate and minimum benefit provisions. 

Would you comment on this suggestion ? 

Mr. Brown. Yes,sir. That is, of course, a suggestion that has been 
made repeatedly over the years. 

You get, then, to basically a philosophic question: Are you going 
to have a Federal-State system, or are you going to have a Federal 
dominated or even entirely Federal system? And I think, to arrive 
at an answer, one has to decide whether the damage, if any, being done 
by the flexibility presently permitted to the States is of sufficient con- 
sequence to warrant further Federal interjection into what, up to this 
point, has been a State prerogative. In my judgment that time has 
not come. The evidence is not there to warrant that sort of thing. 

Mr. Fountain. I take it that you prefer the Federal-State sy stem ? 

Mr. Brown. Indeed. 

Mr. Founrarn. Has your Department developed standards to guide 
the States in maintaining reserves adequate to support their compen- 
sation programs? Are there Federal standards, for example, for de- 
termining how much a State can reduce its tax rates without endanger- 
ing the solvency of its trust fund / 

Mr. Brown. I will comment briefly, maybe Mr. Goodwin will go 
into more detail—there is not any set standard in the first instance. 
State economies differ as to what constitutes an adequate reserve. 
What is adequate for a State with a highly volatile employment, would 
be too large a reserve in a State with fairly steady employment or 
unemployment. 

The Bureau does provide to the States actuarial and other services 
to assist them in making their own evaluations of their own needs. 
This service over the years, has acquired a good deal of experience as 
to adequacy, which advice is also given to the States. But in the 
last analysis ‘this is still a State problem, and fundamentally the final 
decision rests with the States. 

Do you want to add anything to that ? 

Mr. Goopwin. I think you covered it pretty adequately. 

It has been an area of service that the Bureau has given which has 
been increasing in demand on the part of the States and, of course, 
with the recent unemployment increase, the demand for service has 
stepped up a good deal. I think the arrangement has worked out very 
well. We made a number of special studies of State situations, State- 
Federal Government cooperative studies. In many cases people were 
brought in from universities to help. All in all in this area we think 
a rather good job has been done. 

Mr. Fountarn. Have any States as yet borrowed from the reserve 
fund that was created by the Reed Act? 

Mr. Brown. Alaska, I believe, has borrowed twice, or is it three 
times now ¢ 

Mr. Murray. Three times, with the first loan repaid. 

Mr. Brown. We quite recently made a loan to the State of Oregon. 
Only those in the history of the program. 

Mr. Fountain. Were the amounts substantial ? 

Mr. Brown. For Alaska it was on the order of $2 million each time, 
wasn’t it? 
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Mr. Goopwin. Between 2 and 3 million. 

Mr. Brown. Oregon is 14 million, I believe. 

Mr. Fountarn. Is any State trust fund in danger of insolvency 
at the present time ? 

Mr. Brown. Yes, sir, there are several depending of course on the 
direction the economy takes, but specifically Rhode Island is pretty 
close to the line. I think no others are really close. 

Mr. Goopwin. If you are talking about next year, or the next 2 years, 

probably not. There are several States that could get into a position 
where they would be required to borrow within the next year, but there 
are none outside of 3 or 4 States in addition to Oregon and Alaska. 
They are in pretty sound position. 

Mr. Founvarn. Of course, a further worsening of the recession 

might place several more of the States in that position. 

Mr. Brown. It is conceivable. 

Mr. Goopwin. That is right, although an extended depression or 
recession will not place as much of a drain on the fund as a series of 
recessions. If you get one now, and then a little pickup, and then an- 
other one in a year or two, that increases the drain on reserves. Be- 

sause What happens in unemployment insurance under the existing 
program is, you have larger and larger numbers exhausting the bene- 
fit rights if a recession is ; extended, and there is no longer a drain on 
the fund. It is true the program under the ¢ ircumstances is me eting 
the unemployment problem less adequately, but it is not draining on 
the fund. So that the kind of condition which would place the great- 
est drain is where you have ups and downs. 

Mr. Fountarn. What is the opinion of your agency as to whether or 
not the Federal Government should have the authority to require ap- 
propriate action by a State, such as an increase in tax rates, in any in- 
stance where you find a State’s trust fund in danger of becoming in- 
solvent ? 

Mr. Brown. I think both our remarks addressed ourselves to this 
area. 

We have yet to see evidence that such authority is needed, and we 
have found that we can work fairly effectively on an individual basis 
where our judgment indicates that there are problems coming, talking 
with the State about it. Pointing out the problem will gene rally bring 
whatever result is necessary to straighten the matter out. 

Mr. Founrarn. It is still easier to lead a horse to the trough than it 
is to drive him, isn’t it? 

Mr. Brown. Undoubtedly. 

Mr. Fountain. Some States have expressed the view that they 
should be permitted to consider an across-the-board reduction in con- 
tribution rates as an alternative to experience rating. 

Mr. Brown, or Mr. Goodwin, would your agency favor allowing the 
States freedom to select this or any other alternative method of re- 
ducing contribution rates if they so desire ? 

Mr. Brown. I was unaware there was an interest in this aspect. I 
know there were some States that would like to permit employers, and 
I think do permit employers in some instances to add to their indi- 
vidual accounts in the interest of reducing their rates. 

I would rather have Mr. Goodwin answer that question. 

Mr. Founratn. Mr. Goodwin? 
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Mr. Goopwin. This was one of the issues that came up in the Kestn- 
baum Commission task force. 

I personally favored giving the States leeway in this area. I was in 
the minority on this issue. 

I think those who opposed it felt that it would be a threat to ex- 
perience rating. I did not feel that it would. ‘There has never been 
a departmental position taken on that particular issue. , 

As Mr. Brown indicated, we have had little or no evidence of State 
interest in doing this. There has been a little but not very much. 

Mr. Gotpserc. I might say for clarification on that point that dur- 
ing the course of our regional hearings several governors, or their em- 
ployment security directors, indicated they felt the States ought to 
have freedom to make such a choice. Although none of these wit- 
nesses, to my knowledge, indicated that his State preferred to adopt 
another method in place of experience rating, one official did say his 
State would give serious consideration to other methods. They felt 
it inconsistent that the States are told here they must use one system 
and one system only, whereas they do have a good deal of freedom in 
other aspects of the program. 

Mr. Founrarn. What would be the position of the Department if an 
attempt were made to pass legislation to give the States that kind of 
freedom ¢ 

Mr. Brown. I wouldn’t want to comment on that at the moment. I 
would make one further comment about any such blanket reduction 
or increase, in that it represents possibly a principle which, if pro- 
jected considerably further, might get to an overall national increase 
or decrease. 

In other words, it gets away from the autonomy and independence 
of the individual, in this case, the individual employer, but it 1s a prin- 
ciple which we have tried to keep away from as much as possible. 
However, I would not want to speak to that question without giving 
it more thought. 

Mr. Founratn. If a State finds its reserves uncomfortably low, are 
there any Federal restrictions on its meeting this situation by reducing 
benefits rather than increasing tax rates? 

Mr. Brown. Again I will ask Mr. Goodwin to comment after I 
comment. 

In New Hampshire the formula used to provide, and still provides, 
I believe, that when at some point, the fund goes down at a time of 
recession, at some point tax rates go up, and when it gets to a consider- 
ably lower or very low point, then benefit rates go down along with 
the tax increase. The tax increase comes first. Whether that is typi- 
cal, I do not know. 


Mr. Goopwin. Your question related to Federal control, did it, Mr. 
Chairman ? 

Mr. Fountain. Are there any Federal restrictions on their meeting 
this situation by reducing benefits rather than increasing tax rates? 

Mr. Brown. Not to my knowledge. 

Mr. Goopwtn. No, there are none. 


Mr. Founrarn. But there are States that require reduction of benefit 
rates under these circumstances ? 
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Mr. Goopwin. Well, all the State laws, I think, do have provisions 
in them which adjust the taxes in the case of greater drain on the 
fund. 

There are very few that adjust the benefit schedules under those 
circumstances. Most of them adjust the rates. 

Mr. Brown. I am not sure but what New Hampshire repealed that 
provision of their law. 

Mr. Goopwin. Mr. Murray says there has been a trend to repeal 
provisions in the State laws where we have any provisions that reduce 
the benefit. 

Mr. Founrarn. Do you think the approach of reducing benefits 
‘ather than raising tax rates is desirable ? 

Mr. Brown No, I think our general judgment is that raising the 
tax rate is the solution, not to depress benefits, because, when the bene- 
fits are depressed, the program increasingly fails to ‘do what it was 
intended to do in the first instance. 

Mr. Fountain. Would you favor Federal action to bar benefit re- 
ductions until a State has first endeavored to adjust reserves through 
tax increases ? 

Mr. Brown. No, sir, I would not, unless it could be clearly proven 
that major damage was being done by the failure of the Federal 
law to contain such requirement. 

Mr. Founrarn. There, again, you feel the matter should be left to 
the States? 

Mr. Brown. Yes. 

Mr. Gotpsera. I wonder if you would submit for our record a list 
of those States which do require by law that benefit rates be cut in 
the event of this contingency, in preference to raising tax rates. 

Mr. Brown. I doubt whether any one has one as an alternative to 
the other. There may be some that have both. 

Mr. Gotpserc. Perhaps you can list them both ways, if you find 
that is the situation. If no States require the cutting of benefit rates 
first, we would be interested in knowing that. 

I think we were told by one witness in our regional hearings that 
there are States which require that benefit rates be cut before tax 
rates can be raised. 

(The information requested is as follows :) 


PROVISIONS FOR MODIFICATION OF BENEFITS ACCORDING TO CONDITION OF THE FUND 


Twenty-seven laws’ require the State agency to inform the Governor and the 


legislature whenever the State officials believe that a change in contribution or 
benefit rates will become necessary to protect the solvency of the fund and to 
make recommendations with respect thereto. A similar Vermont provision is 
not specific as to contributions or benefits. 

Seven States have more specific provisions for reducing benefits in one or 
more respects when the fund falls below a specified amount or a specified ratio 
to benefit payments for a given period. California’s is the most general of these 
provisions: if the Commission determines that the fund will be unable, withie 


1 Alabama, Arkansas, Colorado, Delaware, Florida, Georgia, Indiana, Iowa, Kansas, 
Louisiana, Maine, Marvland, Minnesota, Mississippi, Montana, Nebraska. New Jersey, 
North Carolina, North Dakota, Oklahoma, South Dakota, Tennessee, Texas, Utah, Virginia, 
Washington, Wyoming. 
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6 months, to pay probable benefit liabilities in full, it may, by rule, reduce or 
cease such payments. In the other six States the action indicated ‘below may 
be taken. 





| 


Reduce | Change | Elimi- | Reduce! 
maxi- Reduce | Increase | qualify- nate | depend- 
} mum | duration} waiting ing | partial ents’ al- 
weekly benefits period | require- | benefits | lowances 
benefit | | ments 





Nevada: ! 

Ist stage 

Pe cinnisdecasascoe 
New Hampshire !. Sam panliel 
Gerace ec cetdeeeccccnccecee 
Oregon 
Rhode Island 
West Virginia......__-- 


1 Mandatory. 


Mr. Founraty. Approximately how many persons in the labor 
force do not have unemployment insurance protection because State 
laws do not apply to firms employing 1 to 4 workers? 

Mr. Brown. That figure is what? 

Mr. Goopwitn. About 2 million. 

Mr. Brown. This is one or more coverage. Was your question one 
or more? 

Mr. Fountatrn. One to four? 

Mr. Brown. Around 2 million. 

The passage of the administration bill would bring roughly that 
number additional workers under coverage. 

Mr. Fountar. I believe the Kestnbaum Commission recommended 
that Federal legislation should extend coverage to all employers of 
one or more persons, did they not ? 

Mr. Goopwin. Yes. 

Mr. Fountain. Where a State law covers firms employing fewer 
than four employees, these firms of course contribute to the State’s 
trust fund out of which benefit payments are made. 
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Are these firms also subject to the three-tenths of 1 percent Federal 
tax which provides the funds for State administration ? 

Mr. Goopwin. No. 

Mr. Fountain. They are not? 

Mr. Brown. No, that is right. 

Mr. Founrarn. Then in instances where the State law is more in- 
clusive than the Federal, the firms employing fewer than four workers 
contribute nothing to the cost of State administration ? 

Mr. Goopwin. Right. 

Mr. Founrarx. What is your opinion as to whether or not this is an 
equitable situation ? 

Mr. Brown. It is obviously inequitable, and therefore, we have this 
legislation in promoting one or more for everybody. 

Mrs. Dwyer. Which the Congress has never deemed wise to pass. 

Mr. Goopwin. The Congress thas moved in this direction. A few 
years ago we had 8 or more, the Congress did reduce it down to 4. 
The Congress has moved in the direction of extending coverage in this 
area. 

Mr. Fountain. I know down in my area, which is primarily agri- 
cultural, there is a very strong feeling that if this extension were to 
take place, many of the small crossro: ads stores and small filling station 
operators and other small independent businessmen, who are . already 
having a very difficult time existing in competition with the chain 
operations, would go out of business. They feel it very strongly. 

Mr. Brown. That argument, of course, has been advanced against 
it. The experience, however , of the States who have gone into it 
voluntarily would not, I think, support this. At least it would be 
very difficult to build up figures which would make a case of sufficient 
strength. 

Mr. Fountain. I wonder if you would give the committee a list of 
those States which have voluntarily extended this coverage ? 

Do you know offhand whether they are the higher income States? 

Mr. Goopwin. Well, they are both. It includes quite a few of the 


Western States, large States and small States. I guess it is kind of 
hard to characterize it. 
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(The information requested is as follows :) 


State 





is ccincescecs 
Ph cuttesdawies S 
Arizona. 
I icinaictoneieeenanive 
a 


2 
Connecticut_-_.-..-- aan 
Delaware _-__--- | 
District of Columbia_- 
sae oon ctcndhcateel 
Georgia. -.....-- 
SE carina tives athens 
EES ESS | 
Illinois ___---- 
i oidd Senter beedineee 
Iowa 





Louisiana. --_----- " 
Maine 
lc 
Massachusetts - -..-.-.-- 
DEMGINOEE. é o nincecccesa 
Minnesota. ......--..--. 
Mississippi_..........-- 
nti nuninkbocecn 
eee 


Nebraska- - -- 
Nevada... - 
New Hampshire. -.-- 
New Jersey 
New Mexico--- 

PE Ba cnnccssen. 
North Carolina_.._- : 
North Dakota._._-- 
a : 
Oklahoma..-.-- 
Oregon.-. oes 


Pennsylvania. - 
Rhode Island- 
South Carolina-__-- 
South Dakota-- 


Tennessee _- 

Texas__ 

Utah-__- 

Vermont_ ni 
Virginia_- ‘ Si 
Washington_-_-_-_-.-- ia 
West Virginia_......... 
, ER 


i 


Mini- 
mum 


TABLE 1.—Size of firms covered 


number 
of work- 


ers 


1 


ee te et ee a te 


4 
1 


_—— Oo 


ee 


eed ne 


ee 


1 Not specified _. 


Minimum period of 
time 


20 weeks. .........-- } 


At any time-_...__.-. 
Be WGN 5S haneddens 
10 days__-_-- 
Not specifie ee, 


20 weeks. ........... 
13 weeks. 
I I aeh nan cin dae 
At any time__- ‘ 
SD hie. tees 


20 weeks - 
At any time..._....- 
Not specified________ 
20 weeks... .......... 
20 weeks. 


20 weeks- fee cid a 


20 weeks. 


3 quarters ‘of preced- 


ing year. 
| a 
20 weeks. . 


20 weeks 


eaters 


20 weeks. _- 


20 weeks. ........-.- 


| Not specified. eboe acdies 


BP Was casein 
20 weeks_ ‘ 


20 weeks. iliac 

De SB ctaccas 

Not specified___-._. 

At any time-....._- 

Be Weeeasetencicc 

20 weeks. ----- 

At any time-..-.- 

20 weeks_..- a 

6 weeks in any 
quarter. 

At any time._- 

At any time... 

20 weeks--.- 

20 weeks_-_-.- 


20 weeks_.--- 
20 weeks 

Not specified __ 
WP WONG. 2 ..--605: 
20 weeks . ‘ 
At any time_.__--- 
20 weeks. -- 

20 weeks_._.--- 


Added conditions (pay- 
roll) (8 States) 


| Alternative conditions 
(workers or payroll) 
(9 States) 





Over $100 in any 
quarter. 


$50 per quarter for 
each worker. 


| $28 in any y quarter. 


| $450 in any quarter__- 


$140 in any quarter_. 


..| $500 in any year....... 


| 4in 8 weeks and over 


$6,000 in any quarter. 


25 in 1 week. 
4 in 20 weeks.! 





__| Over $500 in a calendar 


| year, 
| $10,000 in any quarter. 


.| 2 or more in 13 weeks. 


| $24,000 in current or 
| preceding year.‘ 


| 
| 


| $6,000 in any year or 
$10,000 in any 
| quarter. 








1 Effective in States noted, by operation of provision in State law that employers subject to the Federal 
U ne mployment T ax Act are subject to the State employment security law. 


2 Workers whose services are covered by another State through election under a reciprocal-coverage 
s of determining employer liability. 


ment are included for purposes 


3 Employers of fewer than 4 outside the corporate limits of a city, 


agree- 


village, borough of 10,000 population or 


more are not liable for contributions unless they are subject to the Federal Unemployment Tax Act; 22 
communities had a population of 10,000 or more in 1950 


* Not counting more than $3,000 wages 
5 Not counting more than $1,000 wages per employee in applying t 


3; per employee in applying the test of $24,000 in year. 
the test of $10,000 per quarter. 


Mr. Fountain. In budgeting funds for State employment security 
administration, what provision do you make for unexpected’ changes 
in the volume of claims or placement applications ? 


in 


lo 
he 
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Mr. Goopwi1n. We have a contingency fund which the Appropria- 
tions Committee has recommended and the Congress has adopted for 
the last several years. Under the provisions of the legislation, in 
appropriation matters, that contingency fund can be used if the claims 
load increases or if there is a change in State law after the beginning 
of the fiscal year, or if there is a statewide salary increase. Sometimes, 
after we have started the fiscal year, the State legislature will act 
and increase all salaries for the State. In line with our policy of 
comparability in State salaries, the salaries in the employment security 
agency go up with the other salaries in the State. That has not 
been a budgeted item, and that, along with the increase in the work- 
load, are legitimate claims on the contingency fund. That is the way 
these problems are met. 

In a year like this, when the unemployment load has gone up as 
sharply as it has in the last few months, the contingency fund has 
not been large enough to meet the problem. So it has been necessary 
for us to come back to the Congress for a supplemental appropriation. 

Mr. Fountain. You answered the next question I had in mind, 
as to whether or not this contingency fund arrangement had proved 
adequate during the current recession. 

Mr. Goopw1n. Most years it does, but this year the increase was 
too great. 

Mr. Fountarn. What are your latest figures on unemployment in 
the country ? 

Mr. Brown. This morning’s paper gave it at 5,120,000, that is the 
mid-April figure, which results from a sample, and is an overall total. 
Our covered unemployment figure, which is actually a count of those 
who have drawn benefits, who are entitled to benefits in a given week, 
is now 3,300,000. 

Mr. May. What percent of the total work force then is that 5.1 
million ? 

Mr. Brown. Seasonally adjusted, my memory is 7.5. 

Mr. Fountarn. How many unemployed do we have where coverage 
has expired ? 

Mr. Brown. That is a figure—do you mean where they have ex- 
hausted their individual benefits ? ; 

Mr. Fountatn. Yes. 

Mr. Brown. That is a figure that is very difficult to determine at 
any particular time, because we have no way of knowing, once they 
have exhausted, whether they have left the labor market, found new 
work, or otherwise ceased to be unemployed who have exhausted their 
benefits. We do have State totals of the number who do exhaust. In 
the first 3 months of this year they have run 147,000, 142,000, and I 
think in the month of March, 189,000. Is that correct? 

Mr. Goopwin. Yes. 

_ Mr. Brown. So a total between 400,000 and 500,000 have exhausted 
in the first 3 months. How many of those are still in the labor market 
looking for work, we have no way of knowing. 

Mr. Fountarn. I believe your latest figures indicate employment 
has gone up; is that right ? 

Mr. Brown. Yes; 400,000 or 500,000. 

Mr. Fountain. As I understand it, the States may enter into agree- 
ments for combining the wage records of multistate workers for the 
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purpose of determining their eligibility for unemployment benefits 
and the amount of compensation. Is that correct ? 

Mr. Goopwin. Yes. 

Mr. Fountarn. Would there be value in providing for combined 
wage records by Federal law to assure the full coverage of these multi- 
state workers ? 

Mr. Brown. Again my usual answer, only to the extent that it is 
proven that because the States have not voluntarily entered into these 
agreements serious damage has occurred. My memory is not too cur- 
rent as to the degree to which the States are now participating volun- 
tarily in these agreements. Perhaps Mr. Goodwin or Mr. Murray 
could answer. 

Mr. Goopwin. Well, there are two things. One is, you have the 
interstate agreement to handle the claims of beneficiaries from one 
State in another State. That is participated in by virtually all the 
States, if not all of them. There are a number, however, that are 
actually combining the benefits of the two States. 

Some of the State laws do not permit that. So that we do not have 
as many that are combining the benefits. 

Mr. Curtis might have a figure on how many there are that combine 
benefits. 

Mr. Curtis. The thing is a little bit complicated. We have what 
we call the basic combining plan, and all States except four are signa- 
tories to that agreeement. Then we have a plan that combines fur- 
ther than the basic plan. Forty-four States are signatories to that 
plan. 

Mr. Goopwin. More than I thought. 

Mr. Gotpsere. Wouldn’t it be simpler all the way around to pro- 
vide in the Federal act for the combining of benefits and the condi- 
tions under which the States would be responsible for making pay- 
ments? It sounds as though the present arrangement is pretty com- 
plex, and also permits some unfortunate individuals who fall outside 
of the arrangement to be deprived of benefits or to receive less than 
the total amount for which they would otherwise be eligible. 

Mr. Brown. As to simplicity of the arrangement: In detail the 
arrangements which have presently been worked out have been worked 
out between the States and the Bureau, and probably represent the 
greatest degree of simplicity that would be possible as to arrangements. 

In other words, I would think any law written in this regard would 
have to reflect what has already been worked out on a voluntary basis 
probably. 

Mr. Goipsere. That is what I had in mind, but making it universal 
so that the rules would apply nationwide. 

Mr. Brown. It would certainly be simpler. Whether or not it 
would be advisable in the terms of instituting a trend toward more 
Federal standards is another question. 

Mr. Gouppere. Of course, we have had, as I expect you people in 
the Department have had, expressions of opinion from State officials 
favoring Federal standards in this connection. 

Mr. Brown. I am not aware of this. 

Mr. Murray. Yes. 

Mr. Goopwin. That. is right. 
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Mr. Goxpserc. I would assume any information that has been 
brought to our attention by State directors of employment security 
has also been brought to your attention. 

Mr. Brown. I would assume so, as individuals in conferences and 
so on. 

Mr. Fountain. The subcommittee has heard that the Department 
of Labor requires the States to submit extremely itemized and de- 
tailed budget requests which, it has been said, are unnecessarily com- 
plicated and time consuming. 

I think you touched on that to some extent. All of us recognize 
that Federal controls are likely to be relatively detailed in any pro- 
gram where all administrative expenses are paid out of Federal funds. 

This, however, does not preclude the possibility, does it, of simplify- 
ing and improving administrative procedures and requirements? 

Mr. Brown. I would like to comment very briefly, and then Mr. 
Goodwin might want to carry on. 

I understand, particularly since I left the State end of this thing, 
there have been very important strides toward simplification. 

However, at the time when I guess they were the most complicated, 
which was in the early fifties, my own judgment was that, complicated 
as they were, and annoying as they were, they did reflect two very 
proper concerns on the part of the administration. One, that the 
money be properly accounted for, budgeted, to take care of the actual 
need. The second is perhaps even more important and that is the 
matter of assuring equity as between the States. 

The States get varying amounts, unrelated to how much their own 
employers put into the overall “kitty.” The States are highly inde- 
pendent. ‘They welcome a system which gives them assurance from 
year to year that a squeaky State does not get more than one who lies 
down and takes whatever is given to them. Soa fairly high degree 
of control in accounting is necessary in order to assure that end result, 
and to maintain countrywide the confidence that everybody is getting 
his just “piece of pie,” in effect. Would you like to comment? 

Mr. Founrarn. Attention is being given to this problem? 

Mr. Brown. Yes. 

Mr. Goopwtn. I would say we have gone a long way in simplifying 
and reducing the process. This system started out on a line item 
basis, and proceeded on the line item basis for a number of years. 
We have gotten completely away from that. We basically allocate 
the money to the States on the basis of the workload and time-factor 
basis. 

Now, the very nature of that kind of budget, you have to have con- 
siderable data to build it up. You can’t have just this—you have to 
have workload data, you have to have time-factor data to build it up. 

But the point that Mr. Brown made is very important, and that is 
equity in the distribution between the States. I think the States have 
been reasonably well satisfied on that point. 

They gripe, as I sometimes do, about some of the detail that is 
involved, but we have moved in the direction of cutting down that 
detail and simplifying the process. 

I might add we will continue to work on that problem. It is a 
perennial problem. 
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Mr. Founrarn. What is the attitude of your Department as to 
whether or not grants for employment security administration ought 
properly to be placed on a State matching basis? 

Mr. Brown. The Department is not in favor of that. 

Mr. Founrarn. If that were done, is it particularly likely that 
existing Federal requirements for budgeting and accounting could be 
relaxed to any extent ? 

Mr. Brown. I would reflect what Mr. Goodwin said. 

The extent to which a State has a first interest or firsthand interest 
in how the money is spent, to that extent you can relax your Federal 
control with impunity, in that you have self- policing inside. 

Mr. Fountarn. Is it your feeling that by paying the full cost of 
administration the Federal Government can keep a closer check on 
the overall operations, and as a result the program will be operated 
with more equity and more efficiency ? 

Mr. Brown. I think so, very much so—and uniformity. 

Mr. Fountatn. Were you buat to say something else, Mr. Goodwin, 
when I posed that question ? 

Mr. Goopwin. No, sir. 

Mr. Founrary. At the bottom of page 3 of your statement, Mr. 
Goodwin, you said the Department does accept the fiscal controls of 
the respective States when these will accomplish substantially the same 
results as its own fiscal standards. 

I wonder if you could give us some concrete examples of how this 
procedure is being used in some of the States. 

Mr. Goopwin. Well, take, for instance, purchasing. Now, where 
you have a State purchasing agency, with adequate controls and regu- 
lations, we would accept that and encourage the State to tie their 
employ ment-security function into it. 

In determining whether it was adequate or not, we would look into 
such things as: “Do they require public bids? Under exactly what 
kind of conditions do they permit public bids to be presented? What 
are the checks against administrative indiscretions in the program ? 

Items of this kind we would take a look at. If those met our stand- 
ards, we would encourage the State to tie in, and we would do it in this 


way. 

Mr. Fountain. Some State officials have expressed concern over the 
severity of existing penalties in cases involving the conformity and 
compliance of State programs. I believe it has been proposed that 
provision should be made for the review of the Secretary of Labor’s 
findings by the Federal courts and that the imposition of penalties 
should be deferred pending final adjudication. 

You indicated in your statement, Mr. Brown, that your Depart- 
ment had proposed legislation in the 84th Congress for judicial review. 
Why was this proposal not incorporated in the Department’s current 
legislative program ? 

Mr. Brown. Not because the Department does not feel that in some 
way this will be a useful thing, but rather because there are some 
differences of opinion between the Federal Government and the States 
as to how this could be best accomplished. 

The incidence of these situations up to this point is not sufficient 
to warrant rushing at it, so long as this kind of discussion iis going on 
and thinking is going on toward an eventual solution that will be 
agreeable to both sides. 
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Mr. Fountarn. Do you have an opinion on the desirability of aang 
an independent administrative review board rather than judicia 
review for this purpose ? 

Mr. Brown. I think you commented on that, did you not, Bob / 

Mr. Goopwin. It was used once by Secretary Mitchell. I think it 
worked out very well in that case. One thing that needs to be kept in 
mind in evaluating that is, the panel is an advisory panel. In other 
words, the Secretary still makes the decision. 

In a court review the court could reverse the action, legally could 
reverse the action, or set aside the action the Secretary has taken. So 
you have a very important difference in that respect. 

Mr. Fountarn. Personally I am a great believer in judicial review; 
I guess it is because I happen to be an attorney. 

“Mr. Goupperc. Would you have any feelings about some form of 
administrative adjudication as a substitute for Judicial review in this 
context ? 

That is, a hearing board which would have some binding authority 
in making decisions, rather than act in a purely advisory capacity, 
as I believe was the situation in the California case cited. 

Mr. Brown. Not having the thing—not hearing the thing thoroughly 
explored, I would be a little fearful of that mechanism, in that so 
much would depend on the philosophic approach of the individuals who 
sat on that Board. There would be so much pressure as to their selec- 
tion in the case. Now my own disposition without committing the 
Department, would be toward the judicial—recognized judicial review 
or approach. 

Mr. Fountarn. You expressed your opinion concerning Federal 
appropriations for administration. I might ask this question specif- 

ically : The Kestnbaum Commission’s Study Committee on Unemploy- 
saat Compensation, as you know, recommended enactment of a 99- 
percent tax offset plan and the termination of Federal grants for 
administration. 

Would you comment on this proposal ? 

Mr. Brown. The Department is not in favor of that proposal, and 
I do not think there is any substantial interest among the States in 
it. Am I correct about that? There are some who would prefer it, 
but not in any large numbers. 

Mr. Fountain. What is the reasoning behind your opposition 
to it? 

Mr. Goopwin. Mr. Chairman, I am under the impression that the 
Commission itself recommended a continuation of the present system 
on this point. 

That was the recommendation of the majority of the task force, 
and the minority of the task force with which I identified myself did 
not agree with this particular conclusion. So what you had in effect, 
was the Commission taking the position of the minority then on this 
particular question. 

Mr. Founrarn. I believe four members of the Kestnbaum Commis- 
sion expressed a preference for an unemployment insurance system 
administered wile by the Federal Government, did they not? 

Mr. Goopwin. That is my recollection. 

Mr. Fountarn. I take it, Mr. Brown, that your Department would 
be opposed to this as an alternative to the present arrangement ? 
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Mr. Brown. Yes, sir. 

Mr. Fountarn. Mrs. Dwyer ? 

Mrs. Dwyer. I have no questions, but I would like to pay tribute to 
Mr. Goodwin and Mr. Brown for their forthright statements and I 
want to say I was particularly impressed with Mr. Goodwin’s state- 
ment on page 11, where it clearly indicated that the Labor Depart- 
ment was “on the beam” as it concerns the recession in recommending 
appropriations so that the States could take care of its claims. 

Mr. Goopwin. Thank you very much. 

Mr. Fountain. Maybe it is because you don’t spend as much money 
as some of the other agencies, but I do not recall that our subeom- 
mittee has received any complaints, from the standpoint of economy 
and efficiency, about the way the Department of Labor administers its 
programs. 

We do have jurisdiction over it. 

Mrs. Dwyer. Despite the cut in the fund that was made last year for 
the Labor Department. 

Mr. Fountatn. I might ask this concluding question: What is 
your opinion on the legislation which will be debated today, the con- 
troversial legislation regarding the extension of unemployment bene- 
fits and inclusion of some of those who are not now covered by the 
unemployment compensation law ? 

Mr. Brown. I cannot say I came unprepared for this question, be- 
cause I had something to do with the drafting of the administration 
proposal. I think the whole answer to that is that the administration 
has put before the Congress a proposal which seems to meet an impor- 
tant need at the moment, with provisions I am sure are well known to 
you. At this time I could go no further than to say this represents 
our best thinking up to this time in this ar ea. 

Therefore, that means that we are not in favor of what somebody 
proposed this afternoon to be discussed. 

Mr. Fountar1n. Any other questions ? 

Dr. Goldberg ? 

Mr. GotpperG. No questions. 

Mr. Fountain. Mr. Naughton ? 

Mr. Naucuton. No questions. 

Mr. Fountarn. Thank you very much. We appreciate your coming 
and your fine statements. 

Mr. Brown. Thank you very much. 

Mr. Goopwin. Thank you very much. 

(Whereupon at 12:08 p. m., the subcommittee adjourned, subject to 
the call of the chairman.) 
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(Federal Departments and Agencies) 


WEDNESDAY, MAY 7, 1958 


Hovuskr or REPRESENTATIVES, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE, 
Washington, D.C. 

The subcommittee met at 10 a. m., the Honorable L. H. Fountain, 
chairman of the subcommittee, presiding. 

Present: Representatives Fountain and May. 

Also present: James R. Naughton, counsel, and Dr. Delphis C. 
Goldberg, professional staff member. 

Mr. Fountain. The committee will come to order, a quorum being 
present. 

This morning’s hearing is one in the final stage of the subcom- 
mittee’s current study of intergovernmental relations. 

These departmental hearings have been arranged to examine the 
functioning of the Federal grant- in-aid programs, using as back- 
ground information the views previously expressed by Fe .deral officials 
in response to the subcommittee’s 1956 questionnaire, and the data 
collected from State and local officials by questionnaire and in our 
regional hearings. 

Upon the completion of these hearings the subcommittee hopes to 
prepare a report on its findings. 

In general, the subcommittee is seeking evidence bearing on two 
types of problems: One, whether the existing division of responsi- 
bility between the national and other levels of government is proper 
and satisfactory; and, two, whether and by what means intergovern- 
mental cooperation can be improved in the grant-in-aid programs and 
their operation made more efficient and more economical. 

This morning the subcommittee will hear from representatives of 
the Department of Health, Education, and Welfare. Secretary Fol- 
som was originally scheduled to be our first witness from the Depart- 
ment. I regret that Secretary Folsom is unable to be with us today, 
but we are pleased to have his assurance that he will appear before 
the committee very soon. 

Copies of the Secretary’s prepared statement have been provided 
for the subcommittee members. However, rather than insert the 
Secretary’s statement in the record or make it public at this time, 
I think it would be more appropriate to hold the statement for later 
inclusion to enable the Secretary to present it personally. 

Our first witness this morning will be Miss Mary E. Switzer, 
Director of the Office of Vocational Rehabilitation. We are very 
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happy to have you with us, Miss Switzer. I believe you have a 
prepared statement, which we will be pleased to hear at this time. 

Before you begin your prepared statement, so that those who 
read the record of our hearings will know something about the 
people who administer these programs, I wonder if you would tell 
us something of your background. 


STATEMENT OF MISS MARY E. SWITZER, DIRECTOR, OFFICE OF 
VOCATIONAL REHABILITATION, DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE; ACCOMPANIED BY DONALD DABEL- 


STEIN, ASSISTANT DIRECTOR FOR RESEARCH AND PROGRAM 
PLANNING 


Miss Swirzer. Thank you, Mr. Chairman, I would be glad to. 

Before we do that, may I ask the permission of your committee 
to present to you a statement which the Commissioner of Education 
asked me to bring to you this morning. He left for a Russian ex- 
change visit, as you know, and the Department would appreciate it 
very much if you could have his statement placed in the record. 

Mr. Fountarn. We will be glad to receive his statement, and if 
there is no objection it will become a part of the record. 

(The statement referred to follows: ) 


STATEMENT By LAWRENCE G. DERTHICK, UNITED STATES COMMISSIONER OF 
EDUCATION 


Mr. Chairman and members of the subcommittee, I am Lawrence G. Derthick, 
United States Commissioner of Education, Department of Health, Education, 
and Welfare. 

I appreciate very much the opportunity to appear before the Subcommittee on 
Intergovernmental Relations of the Committee on Government Operations. It 
seems to me that consideration of the problem of intergovernmental relations 
in relation to grants-in-aid is particularly pertinent at this time when so many 
problems in education and other areas of importance loom so large as matters 
of national concern. Secretary Folsom will discuss with you the views of the 
Department concerning those aspects of intergovernmental relationships embodied 
in the various programs administered by the Department of Health, Education, 
and Welfare, including those exemplified by grants-in-aid, and will outline for 
you some of the benefits which we deem to accrue from these long-standing 
methods of expressing the national interest. 

This morning I should like to describe for you in somewhat greater detail some 
of the programs of the Office of Education which involve intergovernmental re- 
lationships, including especially those programs which utilize the grant-in-aid 
method. 

Educational relationships involving the Federal Government, States, local 
communities, and higher institutions are historically of long duration. As 
early as 1785 the Survey Ordinance passed by the Congress of the Confedera- 
tion provided for a rectangular survey of land in the Northwest Territory and 
ordered that lot 16 of every township should be reserved for the maintenance 
of public schools within the township. Another early landmark in the evolu- 
tion of Federal policy concerning education was the Northwest Ordinance of 
1787 which provided for the political organization of the Northwest Territory. 
It stated the principle that “religion, morality, and knowledge being necessary 
to good government and the happiness of mankind, schools and the means of 
education shall be forever encouraged” in the States to be formed from this 
Territory. Thus, before the present Federal Union was established, the Central 
Government established by the States declared education to be a foundation 
of civic competence and individual well-being and took steps to assist in its 
support. Subsequently the Government extended its concern to include higher 
education as well as the lower schools. 
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The first specific establishment of a Federal-State relationship which in- , 
volved a continuous program of intergovernmental activity was brought into 
being with the passage of the Morrill Act of 1862, establishing our great system 
of land-grant colleges. The higher institutions brought forth by the Morrill 
Act can be regarded as a unique contribution of the United States to education. 

In 1867, 5 years after the passage of the Morrill Act, the Congress passed the 
statutes creating the United States Office of Education for the purpose of 
gathering and disseminating such information and facts as would assist schools 
and school systems in improving their programs, thus instituting what is es- 
sentially a service type of interrelationship between the Federal Government 
and the schools. 

In 1917 the Congress passed the Smith-Hughes Act, the first of the series 
of national vocational education acts. The Smith-Hughes Act set up a con- 
tinuous pattern of Federal-State relationships on a different basis from that 
of the Morrill and subsequent related acts in that it involved the requirement 
of the creation of a specific State body charged with the administration of 
the authorized Federal-State program and, in addition, required the development 
of a State plan of operation. 

The two acts which constitute the program of “school assistance in federally 
affected areas” which were enacted in 1950 represent an entirely different ap- 
proach to intergovernmental relations in that the program established a direct 
relationship between the Federal Government and the local school systems. 

The fourth program of grants-in-aid administered by the Office of Education, 
namely, the Library Services Act of 1956, resembles in considerable measure 
the national vocational education acts in that it requires the designation of a 
specific administrative agency at the State level together with a State plan. 
This program embodies a new principle not found in previous educational pro- 
grams administered by the Federal Government, namely, that of the require- 
ment of a differential participation on the part of the respective States, such 
differential being based on their effort and relative ability in terms of per 
capita income. 

It will thus be observed that each of the programs now administered by 
the Office of Education was passed by the Congress at a different time for a 
different purpose, and each embodied the special intergovernmental relation- 
ship deemed to be most suitable to the accomplishment of the objectives of the 
program laid down in the several enabling acts. 

I should like, Mr. Chairman, to describe in brief detail each of the programs 
to which I have referred and in so doing to attempt to respond to the questions 
which you have raised in your letter of March 28, 1958, addressed to Secretary 
Folsom. In addition I shall attempt to discuss each of the programs in relation 
to the recommendations of the Commission on Intergovernmental Relations, a 


request which was also included in your letter of March 28, addressed to the 
Secretary. 


PROGRAMS OF THE OFFICE OF EDUCATION INVOLVING RESEARCH AND 
CONSULTATIVE SERVICES 


The basic act which created the Office of Education in 1867 declares its pur- 
pose to be that “of collecting such statistics and facts as shall show the condi- 
tion and progress of education * * * and of diffusing such information * * * 
as shall aid the people * * * and otherwise promote the cause of education.” 

Under its basic act and the subsequent act of 1896 which authorized the study 
of foreign educational systems, the Office of Education carries on a wide variety 
of research and studies aimed to provide schools and colleges with basic norma- 
tive data, as well as information relating to the solution of particular problems. 
In addition the Office conducts, upon request of State and other systems, surveys 
and provides for professional and technical assistance to schools and colleges. 

I have here a list of the publications of the Office which may be secured from 
the Superintendent of Documents. This lists publications, copies of which can 
be provided to members of the subcommittee if you wish, and indicates the 
variety and scope of research activities of the Office. 

As the needs of education continue to grow with expanding enrollments at all 
levels, we seek likewise to expand the capacity of the Office to serve. In 1954 
we recommended and the Congress passed Public Law 531, the Cooperative 
Research Act, which authorizes the Office to enter into contracts or joint financial 
arrangements in support of research, surveys, and demonstrations. Through this 
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method several millions are channeled each year into school systems and colleges 
and universities for the support of research looking to the solution of important 
educational problems. 


FEDERAL APPROPRIATIONS FOR RESIDENT INSTRUCTION IN THE LAND-GRANT COLLEGES 
AND UNIVERSITIES 


The basic provisions for the land-grant system of colleges and universities are, 
of course, provided in the land grants authorized by the first Morrill Act passed 
in 1862. Continuing Federal appropriations for resident instruction in the land- 
grant colleges and universities are made in accordance with (1) second Morrill 
Act of 1890; (2) the Nelson amendment, 1907; and (3) the Bankhead-Jones Act 
of 1935 as amended in 1952. The total sum appropriated amounts to $5,051,500 a 
year. The principal facts concerning this program of grants-in-aid are explained 
in the pamphlet entitled, ‘‘Land-Grant Colleges and Universities, A Federal- 
State Partnership.” If you wish, I shall be very glad to furnish copies of this 
publication for the members of the subcommittee. 

The original act prescribed in a formula basis the allotment of land which each 
State was to receive. Appropriations subsequently authorized are required to 
be expended under the provisions of the first and second Morrill Acts which, in 
essence, require that each State establish an institution of college grade offering 
instruction in agriculture and the mechanic arts, related subjects, and military 
science and tactics and expend the appropriation for instruction in certain stated 
subjects. In accordance with the basic act, each State is required to submit an 
annual report to the Commissioner of Education. In practice this report is 
submitted by the land-grant colleges in the respective States and Territories. 

Long continued practice and a thorough professional understanding between 
the Office of Education on the one hand and the several land-grant institutions 
on the other have made unnecessary elaborate or detailed regulations. The 
present division of responsibility has proved most satisfactory both to the Office 
of Education and to the States and the colleges and universities involved. Ap- 
parently there has been no criticism from any source. Only 1 problem of any 
significance has come to the fore within recent years, when 1 or 2 States made 
an effort to combine the Federal grants with State funds and then to appropriate 
the combined funds to the colleges and universities. This practice was found 
not to be in accordance with the authorizing acts. 

No significant change in administrative relationships has been taken in the past 
few years, since no such changes have been indicated on the basis of our experi- 
ence with the administration of the program. We do not have any plans for 
changing the present highly satisfactory relationships with the States and land- 
grant colleges and universities. 

Current Federal appropriations to the land-grant colleges and universities 
amount to only a very small percentage of the total budgets of these institutions. 
The comparatively small grants invested by the Federal Government for the en- 
dowment and support of these institutions earn dividends so tremendous as to be 
beyond calculation. They establish a bond between the Federal Government 
and this unique type of higher education not found or rivaled elsewhere in the 
world. The institutions themselves regard this relationship as an example of 
their national responsibility which they have been given to fulfill. Not only do 
they turn out a very large percentage of our engineers and agricultural special- 
ists but they have trained the bulk of the officers who have served our country 
so well. They have supplied the technicians who are today serving in scores 
of foreign lands helping others through scientific knowledge and practical expe- 
rience to combat the poverty and famine upon which communism thrives. 

The specific contributions and the load carried by the land-grant institutions 
are well illustrated by the fact that, while they constitute only 5.1 percent of the 
degree-granting institutions in the United States, in a recent year these institu- 
tions enrolled 17.6 percent of resident college students, 36 percent of college-grade 
extension students, 58.6 percent of the non-college-grade extension students, and 
24.1 percent of all enrollment in adult education. 

In the same year, 1954-55, these institutions granted 21.4 percent of all first- 
level degrees, 24.3 percent of second-level degrees, and 39.3 percent of all doc- 
torates. 

It would be my judgment that we would think long and hard before breaking or 
even relaxing the bonds which bind these institutions together in the national 
service. Indeed the evidence rather indicates that the trend should be in the 
direction of increased support for the teaching, research, and extension fune- 
tions of the land-grant colleges and universities. 
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In its report to the President the Commission on Intergovernmental Relations 
made only brief reference to the grants to the States in support of resident in- 
struction in land-grant colleges and universities. It made only one recommenda- 
tion concerning these grants, as follows: 

“The Commission believes that the way should be opened for using Morrill Act 
funds in closely related National-State agricultural activities administered by 
the land-grant colleges. Therefore, it is recommended that Congress authorize 
the use of Morrill moneys for agricultural research, as well as resident instruc- 
tion, when the recipient State so desires. Because of the small size of the present 
grant, the Commission does not recommend that State matching requirements be 
introduced.” 

No proposal to the Congress has been initiated to put into effect the recom- 
mendation of the Commission here quoted and none is contemplated. In our 
judgment provision for agricultural research is more nearly adequate to the 
need than that for resident instruction, which is the basic purpose for which 
the land-grant colleges were established by the original Morrill Act. 


THE NATIONAL VOCATIONAL EDUCATION ACTS 


The program of grants-in-aid to vocational education programs in the States 
is included in several basic authorizations. The first of these, the so-called 
Smith-Hughes Act, was passed in 1917 and has set the pattern for subsequent 
administration of additional programs authorized. The Smith-Hughes Act of 
1917 provides a continuing appropriation of $7,138,331 annually. 

The Vocational Education Act of 1946 (George-Barden Act), as amended, 
authorizes appropriations totaling $29,642,081 for the further development of vo- 
eational education in agriculture, distributive occupations, home economics, 
trades and industries, and the fishery trades and industries and distributive oceu- 
pations therein. Title II of the act authorizes an appropriation of $5 million 
for the extension and improvement of practical nurse training. Public Law 896 
of the 84th Congress extends the benefits of the George-Barden Act to and author- 
izes an appropriation of $80,000 for Guam. Acts supplemental to the Smith- 
Hughes and George-Barden authorize appropriations, as follows : Hawaii, $30,000: 
Puerto Rico, $105,000; Virgin Islands, $40,000. The George-Barden and supple- 
mentary acts authorize a total appropriation of $34,897,081. 

The national vocational education acts are all administered in a generally 
similar manner. The original pattern established by the Smith-Hughes Act re- 
quired each State as a condition precedent to participation in the program to 
establish a State board of vocational education. States have followed varying 
practices, although the majority of them have designated the State board of 
education as the State board for vocational education. 

The national vocational education acts require the submission of a State 
plan which must be approved by the Commissioner of Education. The basic acts 
establish the formulas under which funds are allotted to the States which must 
utilize such funds only in accordance with the approved State plan. 

There are two major responsibilities of the Office of Education in connection 
with the Federal-State cooperative program of vocational education. They are: 
(1) Administering the Federal acts, and (2) assisting the States in the improve- 
ment and further development of the training program. In the first responsi- 
bility there are issued from time to time regulations to govern the administration 
of the program. In the second responsibility consultative service is rendered 
to States by a professional staff. Relations with the States are constantly being 
reviewed. Some specific actions which have been taken for the purpose of 
improving Federal-State relations are: 

About 2 years ago it was decided that the regulations to govern the admin- 
istration of programs of vocational education that were issued in 1948 were in 
need of revision. A series of conferences was held with State personnel to review 
the acts and to secure suggestions for revision of policies. Drafts of the regula- 
tions were reviewed by a committee consisting of 4 executive officers of State 
boards and 4 State directors of vocational education. The regulations were 
approved and published in the Federal Register, February 18, 1958, and then 
distributed to States. The procedure followed in revising the regulation helps 
develop understanding and desirable relations with States. Also, regulations to 
govern the administration of practical nurse training programs were developed 
and issued. 

For a long period of time States were required to submit annually State plans 
for vocational education or to have them readopted annually by the State board. 
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To simplify operations, the plan is now considered to be permanent. However, it 
ean be changed at any time by the State board submitting an amendment to the 
Office for approval. This change was desired by the States. 

Reports are made annually by each State to the Office of Education on the 
programs of vocational education for which funds are used. During the past 
few years the forms for use in making the reports have been reviewed. Changes 
have been made to have them give the essential information and to simplify them 
by deletion of information that was not deemed necessary. 

A Practical Nurse Advisory Committee was appointed to advise the Commis- 
sioner on matters of policy in administering Public Law 911. On this Committee 
are members of State staffs. Many matters of policy and program development 
were discussed at the first meeting of the Committee. They resulted in desir- 
able understanding on the part of educators and others concerned with programs 
related to patient care. 

A number of leadership-development conferences for personnel in the States 
were conducted. Some of them were designed to meet the needs of potential 
leaders in the States. Some time was devoted to an analysis of laws and regula- 
tions for vocational education. Thus, participants were able to acquire much 
better understanding regarding the working relations in the Federal-State coop- 
erative program of vocational education. 

Publications that are designed to help States in the development of programs 
that are written by staff members are submitted to members of State staffs for 
review and comment unless they have been jointly prepared by members of the 
Federal and State staffs working together. 

The Commission on Intergovernmental Relations, in its report to the President, 
June 1955, made the following recommendation with respect to vocational educa- 
tion: 

“The Commission recommends that legislative action be taken to limit Federal 
grants-in-aid in behalf of vocational education to subjects vested with a clear 
and special national interest, and to establish new categories of Federal grants 
only to stimulate forms of training especially important to the national interest. 
It is further recommended that existing grants not meeting these criteria be 
eliminated after a reasonable period of time.” 

It is significant to note that the original Vocational Education Act, the so-called 
Smith-Hughes Act of 1917, was passed with the specific concern for programs 
of training important to the national interest. The legislative history of the pro- 
gram is very clear on this point. The Congress passed the Smith-Hughes Act 
in 1917 as a matter of naticnal interest and essential to the national welfare, 
and has since that time periodically passed legislation for the further develop- 
ment of the program including increased appropriations. 

We agree that the vocational education programs should be reviewed from 
time to time to see whether new fields of training should be introduced or old 
ones reduced or eliminated. This is constantly being done. The categories pro- 
vided for in the basic legislation are so broad that specialized training programs— 
in trade and industrial education, for example—can be and have heen adapted to 
changing needs. Old courses have been dropped and new ones in electronics and 
the like have been added. The program for training practical nurses is a good 
illustration. This was begun under the trade and industrial category, and Public 
Law 911, 84th Congress, provided a substantial increase in funds for this purpose. 

The National Vocational Education Acts have, since the enactment of the orig- 
inal measure by the Congress in 1917, made highly significant contributions to 
the supply of trained manpower available to the Nation both for civilian and 
defense needs. Without this upgrading of our labor force, it is doubtful that 
many of our significant industrial and agricultural achievements could have been 
brought about. These achievements are exemplified by the most recent data 
available from the reports of the Office of Education which are for the year 1957. 
During this year, federally subvented programs in agriculture, trades and indus- 
try, home economics and distributive occupations enrolled a total of 1,613,323 
full-time day students and 1,908,898 part-time and evening students in classes 
for out-of-school youth and adults. These are significant numbers in relation to 
the total secondary-school enrollment of the country, which now amounts to 
approximately 7 million. The full-time day enrollment during 1957 in agricul- 
ture amounted to 458,242; in trades and industrial occupations, 261,440; and in 
home economics, 890,050. 

Programs aided by the Federal appropriations employ a total of nearly 85,000 
teachers, supervisors, and other personnel. 
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In addition to the significant contributions made by the federally aided pro- 
grams of vocational education to the upgrading of our skilled manpower, they 
have had important influence in strengthening and developing leadership in 
State departments of education. In many State departments of education even 
now the largest and in many cases best trained staffs are those assigned to the 
supervision and administration of the several vocational programs. 

Moreover, the same influence has been exerted at the local level in influencing 
higher salaries for all teachers. In its earlier phases, the federally aided voca- 
tional program enabled the payment of higher salaries to teachers in agriculture, 
trades and industry, and home economics. The actual effect has been to establish 
benchmarks which have been regarded by local and State officials as goals to be 
achieved in terms of salary payments to other teachers. Today the former dif- 
ferential in favor of vocational teachers has largely disappeared through the 
raising of salaries of all teachers. 

An important aspect of the effectiveness of the national vocational education 
acts as a stimulus to the States and local school systems is found in the tendency 
for the non-Federal share of the financial support of vocational education to grow. 
Although the basie acts require merely that the Federal grants authorized be 
matched dollar for dollar, matching currently is at the rate of more than $4 to $1. 


PROGRAM OF SCHOOL ASSISTANCE IN FEDERALLY AFFECTED AREAS 


Beginning in 1950, the program of Federal assistance for the construction and 
operation of schools in federally affected areas has been administered by the 
Office of Education under the authorizations contained in Public Laws 815 and 

74. Both of these laws have been amended and extended several times. They 
are now due to expire June 30, 1959, and June 30, 1958, respectively, unless fur- 
ther extended by legislation which has passed the House and is now pending in 
the Senate. 

The program of school assistance in federally affected areas may best be de- 
scribed as one involving Federal-local relationships, but with a considerable 
amount of State cooperation. There are no State plan provisions in the laws 
spelling out the elements of a Federal-State partnership in the provision of edu- 
cational services to federally affected areas. Rather, the laws stipulate certain 
conditions for eligibility and the computation of entitlement to payments by the 
Federal Government to local educational agencies which believe they meet the 
stipulated eligibility conditions and file applications claiming such payments. 

The underlying rationale of these laws is that the Federal Government in its 
capacity of landowner and industrialist with large tax-exempt property holdings 
recognizes an equitable obligation to make payments in support of educational 
services provided by local educational agencies in areas affected by its activities. 
In so doing the Federal Government assumes the role of a local taxpayer. In- 
stead, however, of paying local property taxes or making payments in lieu of 
taxes the Government’s payment is related to the number of children enrolled or 
in attendance at the schools of local educational agencies whose parents either 
live on Federal property or are employed on Federal property, or both, or who 
who have come into the community to accept employment in activities of the 
Federal Government carried on either directly or through a contractor. 

The Kestnbaum commission, in reporting on this program, recommended that 
the legislative authorization be continued for grants for school construction and 
operation in federally affected areas for such time as the need exists. The com- 
mission also recommended that the National Government inaugurate a broad 
system of payments in lieu of property taxes to State and local governments. 
The Department favors this recommendation and takes the position that, were 
provision made for such payments, existing legislation providing grants for school 
construction and operation in federally impacted areas would need to be re- 
examined. Meanwhile, the position of the Department is that the school Fed- 
eral-impact laws should be continued. 

The question may be asked as to why this program follows a pattern of Federal- 
local relations rather than the more usual and time-tested pattern of Federal- 
State relations in educational matters. The reason is to be found, I believe, in a 
consideration of the special purposes of the Federal legislation. It is not to assist 
education generally in the States, nor is it to assist any particular category of 
education in the States. But rather, it is the payment by the Federal Govern- 
ment of a just obligation, so recognized by the Congress, to certain loeal eduea- 
tional agencies which have been burdened by the provision of educational services 


32370—59— 11 





156 FEDERAL-STATE-LOCAL RELATIONS 


for the children of parents connected with tax-exempt Federal property or other 
Federal activities carried on either directly or through a contractor. 

We have from time to time discussed within the Department and the Office the 
alternative possibility of providing payments to the States, rather than directly 
to local educational agencies, in discharge of this Federal obligation, leaving the 
States, under appropriate State-plan provisions, the responsibility for assisting 
local educational agencies which are burdened by reason of Federal activities. 
However, after such discussion and as a result of mature deliberation we are 
inclined to the belief that the discharge of the specific Federal obligation recog- 
nized by these laws is much more efficiently handled under the present pattern 
of Federal-local relationship, with State cooperation, than it could be handled 
unde a State-plan arrangement. It is significant, I believe, to note in this 
connection that the States themselves have not sought a change in the present 
pattern of operations. 

The statutes themselves require that a number of the Commissioner’s determi- 
nations with respect to the amount of payment to local educational agencies ap- 
plying for assistance be made only after consultation with the State educational 
agency. This Office has received the fullest cooperation of all of the States in 
the administration of the laws. In each State the State educational agency has 
designated one or more State representatives to work directly with local educa- 
tional agencies and with the Office of Education in the administration of the 
program. The cooperation received from State educational agencies in this 
regard has been an important factor in the successful operation of the program 
over the past several years. 

Finally, it should be pointed out that this is the only program administered by 
the Office of Education in which we employ a field staff stationed in the regional 
offices of the Department whose responsibility it is to work with the States and 
with the local school districts in the development and in the review of data in 
applications from the local educational agencies. Annual meetings are held in 
most all States of applicant school districts with participation by the State repre- 
sentatives and by the field representatives of the Office in explaining the provi- 
sions of the laws and assisting in the development of applications. Indeed, I 
believe, it is only fair to say that in no other grant program of the Office of 
Education are the relationships with the State departments of education more 
frequent and cordial than in the school-assistance program. 

Under Public Law 815, and implementing appropriations totaling $826,050,000, 
Federal assistance has been, or will be, provided in the construction of more than 
4,000 school projects to house more than 1 million pupils in some 1,500 school 
districts in the continental United States, Alaska, Hawaii, Puerto Rico, Guam, 
and Wake Island. In addition some 200 construction projects to house some 
60,000 schoolchildren have been constructed on Federal property at full Federal 
expense. 

Under Public Law 874 appropriations have totaled $618,170,000 since 1950. 
In the current year some 3,500 school districts will receive assistance for current 
operating expenses in varying amounts. In addition some $6 million will be 
transferred to other Federal agencies for the provision of educational services for 
children residing on some 32 Federal installations in States where no local educa- 
tional agency is able to provide suitable free public education. The current 
year’s appropriation under Public Law 874 totals $127 million. 

Through this program the Congress has provided financial aid since 1950 in 
an amount totaling more than $1.4 billion. This financial aid has been of 
crucial significance to almost 10 percent of all the school districts of the Nation in 
enabling them to maintain satisfactory programs despite the increased school 
attendance and educational costs brought about by activities of the Federal 
Government. The program has been a real lifesaver to many of the school dis- 
tricts in every State which have been struggling with the problems incident to 
provision of educational services for increasing numbers of children in the face 
of mounting costs and depleted tax base. Without this program of Federal 
assistance there is little question but that many thousands of children would 
have suffered serious educational deprivation. 


LIBRARY SERVICES PROGRAM 


The program of grants to the States for the extension of public library services 
to rural areas without such services or with inadequate services is authorized 
by Public Law 597, 84th Congress, entitled the “Library Services Act.” The 
Library Services Act of 1956 authorizes a pattern of Federal-State administra- 
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tion similar in many ways to that authorized under the national vocational edu- 
eation acts. The act requires the State to administer the program through the 
“State library administrative agency.” The act further requires that such 
agency prepare and submit for the approval of the Commissioner the plan under 
which the State proposes to administer the Federal, State, and local funds 
allocated for the support of the program. The Library Services Act of 1956 
includes one additional principle not found in other grant-in-aid programs ad- 
ministered by the Office of Education; namely, the establishment of differential 
matching on the part of the States. Such matching involves both State and local 
effort and relative financial ability to match and measures the Federal participa- 
tion in relation to these factors. Thus, the Library Services Act embodied a 
principle of equalization which we regard as desirable. Secretary Folsom will 
discuss the desirability of this principle in his statement to this committee. 

The Office favors the existing division of program responsibility between the 
Federal Government and the States under the Library Services Act. While the 
program is new and has not yet reached its fullest stage of development, we 
have not encountered difficulties of administration which indicate any essential 
change in the present intergovernmental relationships involved. Great care was 
taken to ensure the formulation of these relationships in full cooperation with 
the responsible officials of the several States. The procedures are, of course, 
subject to constant review and close liaison is maintained with the States with 
regard to operations in order that improvements found necessary may be im- 
plemented promptly and effectively. As of April 1958, 45 States, Alaska, Guam, 
Hawaii, and the Virgin Islands are participating in the program. State funds 
for the extension and development of public library service to rural areas have 
increased 38 percent since 1956. 

Over 300 rural counties across the Nation with populations totaling more 
than 7,500,000 children and adults are receiving new or improved library services 
under the program. Approximately 90 bookmobiles and over 30 other vehicles 
have already been purchased under the Library Services Act. 

State library agencies have been able to strengthen their staffs by adding 
more than 100 trained, experienced librarians and over 80 clerks and bookmobile 
operators to improve rural library service. 

State plans indicate that over 120 county and regional library projects have 
been established or will be set up before the end of fiscal 1958. Bookmobile 
service and projects involving cooperation between libraries and areas without 
libraries play an important part in this development program. 

Secretary Folsom will point out in his testimony that the concept of the 
Department of Health, Education, and Welfare involves a continuing review of 
the various programs involving intergovernmental relationships which are 
administered by the several constituent units of the Department. Mr. Folsom 
will further point out the desirability of reviewing current programs to ascer- 
tain continued need and to insure continuous effectiveness, and to undertake 
investigations and studies for the purpose of evaluating the need for extension 
into other areas not now involved in such programs. This policy is exempli- 
fied in the legislation which the President has submitted to the present Congress 
entitled “The Educational Development Act of 1958.” 

The President’s Committee on Education Beyond the High School made a 
number of significant recommendations, particularly concerning programs of 
higher education. Following the submission of the report of the Committee on 
Education Beyond the High School, Secretary Folsom undertook the responsi- 
bility of following up the recommendations of the Committee with a view of 
deciding which of such recommendations could and should appropriately be 
carried out by the Office of Education of the Department. In order to effect this 
action, Secretary Folsom in August 1957 established the departmental task 
force on higher education which was charged with the responsibility of reviewing 
the recommendations of the President’s Committee and recommending appro- 
priate action to the Secretary. The task force subsequently reported to the 
Secretary on a number of points involved and in addition other staff of the 
Office of Education prepared recommendations relating to responsibility in the 
fields of public elementary and secondary education. 

The Educational Development Act of 1958 now before the Congress and upon 
which both the responsible committees in the House and the Senate have con- 
cluded hearings embodies the recommendations of the Department as pertinent 
to the national interest at this time. 

The Educational Development Act of 1958 includes a number of programs 
involving significant Federal-State and Federal-institutional responsibilities. 
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Those programs, such as those concerning counseling, testing and guidance, and 
assistance to States and local communities for improvement in science and 
mathematics instruction, follow the pattern of the national vocational education 
acts and the Library Services Act, requiring that the State educational agency 
be designated as an administering agency and embodying the further require- 
ment of the submission of a State plan. 

That part of the bill which proposes a scholarship program envisions the 
creation or designation of a State commission on scholarships which shall be 
charged with the administration of the program in each of the several States. 
This language is especially designed to permit each State to establish the type 
of State commission most suited to its own administrative structure. Many 
States have already established State scholarship commissions while in others 
boards or agencies exist for the administration of State-supported programs of 
higher education and are logically the appropriate locus for the administration 
of scholarship programs within a State. Some States will undoubtedly regard 
the State department of education as the appropriate administering agency. 

Thus the portions of the proposed program which involve relationships with 
higher institutions follow the prevailing pattern and practice of other Federal 
programs and propose to deal directly with the institutions involved. This is 
eminently appropriate since several of the programs proposed will involve rela- 
tionships with private higher institutions. 

The final aspect of our proposed legislative program, which involves support 
of the States in development of their statistical programs, we think rightly and 
properly, designates the State educational agency as the appropriate adminis- 
tering office. 

It will thus be seen that we have endeavored to fit each of the programs into 
a pattern which is appropriate to the purpose of the program and to the special 
characteristics of the agencies of institutions which will be in charge of their 
administration within the States. 

Thank you very much, Mr. Chairman, for the opportunity to explain our several 
grant-in-aid programs. A number of members of my staff are specifically respon- 
sible for the respective programs which I have described. They will be very 
happy to answer any questions which you may wish to pose. I should, however, 
like to request the privilege of having the members of my staff present to answer 
the questions which involve them individually. 


Miss Switzer. I am Mary E. Switzer, Director, Office of Vocational 
Rehabilitation, and I am a bureaucrat of long standing. I have had 
a varied career. I started in the Treasury Department in 1921, after 
I graduated from Radcliffe College. I was, in college, the first under- 
graduate international law major at Radcliffe. I remained in the 
Treasury until 1939, and during my experience there I was on the 
Secretary’s staff—Secretary Mellon, Secretary Mills, and Secretary 
Morgenthau. 

I had an unusual experience for a Treasury bureaucrat during the 
first 10 or 12 years there, but that has relatively little bearing on what 
T am now doing. 

The first position I held that had a bearing on this was when I was 
assistant to the Secretary when the Social Security Act was under con- 
sideration and the Secretary was a member of the Committee on 
Social Security. I was assistant to the Assistant Secretary who repre- 
sented the nonfiscal part of Treasury’s concerns. At that time the 
Public Health Service was part of the Treasury Department, and I 
had responsibility for administrative liaison between the Surgeon 
General and the Secretary. That is where I had my first official 
responsibilities in the health and medical field. 

When the Federal Security Agency was created in 1939, following 
the first major reorganization of the Government under President 
Roosevelt, Governor McNutt, who was the first Federal Security Ad- 
ministrator, asked me to join his staff as an assistant because of my 
association with the Public Health Service. At that time, also, the 
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Office of Education was transferred to the Federal Security Agency, 
and I have had, as personal interest, several community nonofficial re- 
lationships in the field of the work of the disabled. I had always been 
interested in the mentally ill and various other groups. 

So that when the Office of Education was made a part of the Federal 
Security Agency, Mr. McNutt asked me to take special responsibility 
for the rehabilitation program which was then a part of the Office 
of Education. 

During the war I had a very unusual experience. At that time, you 
remember, Mr. McNutt had a dual role, since he also was Chairman of 
the War Manpower Commission, and had a number of very broad 
responsibilities. As his senior staff assistant I had an opportunity 
to do a great many very fascinating and wonderful things. For ex- 
ample, I represented him in relation to the whole recruitment of medi- 
cal personnel for the armed services, Dr. Frank Lahey of Boston being 
chairman. I was his assistant, and the bureaucrat who helped run 
that organization. 

Then we had another very interesting project called War Research 
Service which was responsible for developing the program of research 
and development in bacteriological warfare. I was also the top bureau- 
crat in that, in addition to a great variety of other medical and health 
responsibilities. 

his was my major work as the top staff person in the Federal 
Security Agency concerned with health and medical matters. 

In 1950, when the then Federal Security Administrator, Mr. Ewing, 
asked me to take the directorship of this program, I had had much to 
do with the war programs in this field through my relationships. I 
had gotten acquainted with Dr. Rusk and Dr. Kessler and some of 
the other people in it. I had had quite a variety of experience, all of 
which was valuable in this position. I had had a good deal of expe~ 
rience in budget work, and fai myself something of a budget officer 
in training and background, and had perhaps not all of the qualifica- 
tions that one would have preferred in this job, but certainly a major 
part of my experience was related to it. 

Since I have been director, as you know we have had a number of 
very exciting developments. When the Department of Health, Educa- 
tion, and Welfare was created, this office became one of the five major 
parts of the Department. We have had an opportunity to enlarge and 
develop the scope of our program through the 1954 amendments. 

That is about the story of my working qualifications. I have a 
number of outside interests and concerns that [ think have contributed, 
too, to the work that I have done. I have represented our Govern- 
ment in a number of international meetings. I have always had my 
interest in international affairs. I was a member of the first commis- 
sion to develop the constitution of World Health Organization. I 
was a member of the delegation to the Second World Health As- 
sembly. I have been a representative of our Government in the World 
Mental Health Congress in 1948, and in all of the congresses of the 
International Society for the Welfare of Cripples since I have been 
the Director of this program, and have always had a very intense and 
keen interest in the international aspects of health and welfare and 
the importance of them in our whole national foreign policy. I have 
a very deep interest in mental health. I had a great deal to do with 
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the development of the National Mental Health Act when I was on 
the administrative staff. I was a member of the Board of Visitors of 
St. Elizabeths for many years, and I worked with the old National 
Committee for Mental Health. 

I have a number of community interests. I am a member of the 
board of our local Alexandria Hospital. 

I was elected last year a trustee of Radcliffe. Practically all of 
these activities have contributed, I think, to my ability to help de- 
velop a rehabilitation program for our Government. 

Mr. Fountarn. You certainly have some very valuable and wonder- 
ful experience. 

Miss Swirzer. I am a bureaucrat by profession. 

Mr. Fountarn. For our record, I wonder if you might identify the 
members of your staff who are with you here. 

Miss Switzer. This is Mr. Donald Dabelstein, our Assistant Direc- 
tor in charge of research and planning. Mr. Dabelstein has been with 
the program a long time. He comes directly from the field of re- 
habilitation. He was director of the Minnesota program when he was 
recruited for the Office of Vocational Rehabilitation. 

Mr. Jospeh M. LaRocca, who is Mr. Dabelstein’s assistant, has been 
in the program for quite a while, too, and has had a number of assign- 
ments related to rehabilitation. And Mr. Russell Dean, who is my 
special assistant, came to us from the Department of Defense, where 
he had quite a broad responsibility as assistant to the chief medical 
officer at the defense level, the man whose job finally became the As- 
sistant Secretary of Defense for Health and Medical Affairs. 

Mr. Dean’s special talents are in promoting, writing, analyzing, and, 
in general, being a first-class special assistant, as his name implies. 

Mr. Founrarn. I had the pleasure of being associated with Mr. 
Dean in defense activities of a different nature during World War II, 
when we were stationed together at Wright and Patterson Fields near 
Dayton, Ohio. Our association was very pleasant. I am very glad 
to see him in your Department. 

Miss Swrrzer. Yes. Mr. Dean, of course, worked very closely 
with Dr. Rusk and Mr. Taylor during the war. He was with them. 
His interest in rehabilitation dates way back there, I guess—maybe 
yours, too. 

Mr. Founrarn. Thank you very much for those preliminary re- 
marks. You may now proceed with your statement. 

Miss Swirzer. Would you rather have me read the statement or 
have me summarize it and present the statement ? 

Mr. Founrarn. Whichever you prefer. Since the statement will 
become a part of the record anyway, you can summarize it, if you 
wish. 

Miss Swrrzer. Perhaps that will save the committee’s time. We 
are very happy to have an opportunity to discuss our program with 
you, Mr. Chairman. We have been working with Dr. Goldberg and 
your staff to provide the material that would be helpful to you. 

We think that our program in the field of vocational rehabilitation 
has very excellent Federal-State relations. We think we have devel- 
oped very good working arrangements with our State people, and this 
has been a tradition of the program through the years. While from 
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time to time there are points of disagreement, we have machinery by 
which we work together to resolve our differences. I think one reason 
for this is the nature of the program itself, the size of it, and the 
importance of it, in terms of our whole social and economic condi- 
tion of the country. 

We have to deal with a very large problem in terms of numbers. 
About 250,000 people become disabled and in need of rehabilitation 
services every year, and we are only able to deal adequately with a 
very small proportion of them. Disability is of major national con- 
cern, because it is one of the important causes of dependency. It 
removes skilled manpower from the labor force. It cuts across State 
boundaries, and it is an inhibitor of social and economic progress in 
a democratic society. On the other side, the rehabilitated worker 
contributes and makes a real contribution, both moneywise and talent- 
wise. 

The actual responsibility for the provision of service in this pro- 
gram, of course, is, in large, with the States. Each State has a re- 
habilitation division, usually i in the department of education. This 
is a traditional, historical fact, growing out of the original focus of 
the program in 1920, when it was a branch of vocational education. 

The 1954 amendments which were so important to the development 
of the program continued to provide for the administration of this 
activity in the departments of education, except that it did provide 
for an alternate independent commission. 

The financing of the program is the classical Federal-State financial 
pattern, based on the principles of the size of the problem (which in 
our case is population, since we find that the incidence of disability 
is pretty general and pretty uniform) and, of course, the income of 
the State, its ability to pay. Our formula is very complicated, as 
anyone who has looked at it can readily see, and it is complicated 
again because of the fact that this was not a new program when 
this new act was passed, this enlargement of our act, but, rather, 
had to take the program where it was; the Congress was very con- 
cerned that the new formula which is scheduled to become fully 
effective next year did not upset the program as it was in 1954 and 
cause the withdrawal of s State support—from the very much 
needed services to people. 

So, in addition to having a mathematical formula written into the 
law, relating the State’s share of Federal funds to po ulation and 
income, there was also placed into it a “floor provision” which said 
that as long as a State continued to put in as much money as it had 
in 1954, the Federal funds available to it would not fall below 1954 
funds regardless of the effect of the formula. 

It also limited the amount of increase that a State could get. This 
reflected the historical development, the great variation in the extent 
to which States have developed their financial support for this pro- 
gram. We felt that it was important that we try to work toward 
a more nearly uniform national development. 

So, the formula is complicated, but it is statutory. It is quite 
important that this point be kept in mind because I ‘think that ob- 
jectivity in making funds available in a Federal-State program is 
one of the basic important tenets of good Federal-State relations. 
Wherever you have an opportunity for executive discretion, I think 
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you are almost bound to develop feelings about something that ought 
to be objective. So, we are very happy, and I think ‘most of the 
States are, with this legislative formula. 

Just a word about the effect of this new law on the development 
of the program. 

In 1954, when the new law was passed, we had a Federal appropria- 
tion of $23 million, which was matched by the State appropriations 
on a national basis of almost $14 million. 

In 1959, the Federal projection had increased to $4514 million, and 
the State investment to $28.4 million. 

In 1954, the Federal-State ratio was about 66-33, but there was 
tremendous variation between the States. The 1954 act has estab- 
lished a stable Federal-State ratio, and it is about 62-38, roughly. 

Just a word now about the economics of rehabilitation. 

Last year we rehabilitated about 71,000 men and women, which 
means that they were completely served and put to work and had 
been working several months before they were counted in the total 
number. In addition, this 71,000 really reflects services to many times 
that amount. Of that number, 52,000, or about 74 percent, were un- 
employed at the time they were accepted for rehabilitation. The 
total annual earning rate before rehabilitation was about $20 million, 
and after rehabilitation almost $142 million. I think it is equally 
important, particularly in these days, that 100 million man-hours 
were added to the productive effort of the country as a result of these 
programs. 

We stress very much the importance of vocational rehabilitation 
as preventive of dependency and as an effort to reduce the load of 
dependency wherever possible. We are conscious of this in the De- 
partment, because, of course, we administer tremendously large pro- 
grams of public assistance. 

Of the 71,000 rehabilitated last year, 14,000 had been on relief, 
and their relief was costing about $12 million annually. 

Their rehabilitation cost less than that, and that, of course, is just 
a one-time cost. In addition, they will pay back in Federal income 
tax $10 for every $1 that is invested. So, there has been a substantial 
saving to the localities that had to put up the relief money—and, of 
course, all levels of government will gain from their taxes as well as 
the Federal taxes. 

We have another very interesting aspect of our rehabilitation pro- 
gram for the blind. 

A number of years ago, the Randolph-Sheppard Act was passed, 
and the objective of this act was to increase employment opportuni- 
ties for the blind by the establishment of vending stands in Federal 
buildings. 

We have had very encouraging reports. Each year the gross sales 
have gone up. Last year they were $29 million. The number of 
stands has gone up. We have now, under this program, about 2,200 
stands, and the presence of these stands in public buildings stimu- 
lates, of course, the development of other stands throughout the 
country. 

We have a great deal of stress, of course, on the importance of 
rehabilitation in the community. We know rehabilitation is a com- 
plex process, and it takes a tremendous number of efficient services 
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and different talents to really produce first-class rehabilitation. So 
that it is absolutely fundamental and essential to have community 
cooperation. 

Our 1954 law was very important in the encouragement of com- 
munity collaboration. It started a research and demonstration pro- 
gram with both public and nonpublic agencies, and encouraged the 
development of projects to bring out new knowledge and demonstrate 
new and better ways of doing things. We have many, many of these 
projects going all the time. 

We also have a training program which is helping to relieve the 
personnel shortages in this field. 

We have a very well-set-up system of consultation with States. We 
operate, as do most of the Federal-State programs in our Department, 
through a series of regional offices, and we have in the vocational re- 
habilitation part of the regional office a staff ranging from 2to4. Itis 
not large, but it is very responsive to the States’ needs. A pattern 
of consultation has developed which provides expert assistance and 
information for the State agencies, and also serves as a general ob- 
server, would you say, of the operations of the States. 

We have a regular system of reviewing the programs in order to 
insure, of course, compliance with the law and to bring to the State 
directors’ attention any improvements that we know about through our 
overall ability to observe. 

We have an organization composed of all the State administrators, 
which we call the States’ Vocational Rehabilitation Council. It hap- 
pens to be meeting with us this week. This council functions through 
committees and considers the problems that are of most importance at 
any given time in our program. For example, the “bridge” provisions 
which I referred to in our financing will come to an end in 1960, and 
some States will be affected. 

The States Council’s finance committee is studying this whole thing 
now to decide whether they want to, as a group of | States, make any 
recommendations concerning the possibilities of alternate ways of deal- 
ing with that problem. We have 11 active committees at the present 
time. 

We also have a system of State surveys. If a State commissioner 
of education, or the governor, or the director of the program feels that 
an outside group would be able to make a more intensive analysis of 
what the States are doing, we respond to such a request and do a com- 
prehensive study and analysis of the State’s program. We have done 
a number of these since the new act, and I think, without exception 
they have been responsible for an improvement and, at least, an aware- 
ness of what the problems are. 

I think that it would be obvious that, with a small staff—we have 
very small staff in the Office of Vocational Rehabilitation—our people 
do, I think, a tremendously dedicated and important job with a mini- 
mum of personnel. So that, obviously, with 89 different State agencies 
to deal with, we are not in a position to go completely into everything 
all the time every year. We try to set up priorities, and we try to 
comply with requests from States, according to our measure of the 
importance of the problem and our ability to enlarge the scope of re- 
habilitation services. This is our mission; to get more rehabilitation 
services to more people until we reach the point where every disabled 
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person can have the opportunity to have these services and to go back 
to work if he wishes. 

So we have a fairly simple test that helps us to decide which are 
the important things to do. This is our main mission, and we stay 
pretty close to it. It gives us a lot of leeway, but we would not feel 
that we were carrying ‘out the intent of the C ongress, or our own mis- 
sion, if we didn’t stick pretty much to this. 

Now, we have gone over some of the comments that were made in 
the various hear ings that you had throughout the country. We usually 
had, I think, some of the people from our programs meet with you, 
and we have tried to follow the discussions that took place to learn 
from them; to especially be aware of any complaints or criticisms 
that might have been brought out by your investigations and your 
hearings. We think they have been a very constructive and educa- 
tional effort for the people that participated in them. I think some- 
times that more committees going out where the work is done and talk- 
ing to people away from W ‘ashington, produces results that are quite 
constructive and different than what takes place here, where there is 
a certain aura of formality or mysticism about the whole thing. 

We, of course, have been examining the recommendations of the 
Commission on Intergovernmental Relations, the so-called Kestnbaum 
Commission, and have taken up some of the recommendations they 
have made. Most of them I think we have been able to put into effect 
in one way or another. 

We always have one question which comes up: Why have we in our 
legislation the limitation of a State agency? Well, this is traditional, 
it is historical. We feel that the presence of the program in the State 
departments of education has had some very important positive re- 
sults. It has kept the program one of education and training and con- 
structive approach and a minimum of dependence on welfare. It is 
there because of the traditional development of the program as 
primarily a training program in the early days. 

We feel that there is no point in upsetting something that is working 
all right. We do feel that rehabilitation is sufficiently important that 
some ‘departments of education are not able to deal with it, but there 
is the option of setting up an independent commission, and this has 
been done in one or two places. Massachusetts is one of the States 
that took advantage of this provision of the new law, and set up an 
independent commission, and there are 2 or 3 other States that now 
have it under consideration. 

I think in closing I would like to emphasize again that disability 
is a national problem. The involvement of the National Govern- 
ment in it, we think, is essential at this time in the development of 
services to accomplish the mission of reducing the effect of disability on 
dependency. It is a program that lends itself very well to the Federal 
State pattern, and the Federal Government’s financial investment in 
it has had the result of bringing out State and local money, so altogether 
I think we have demonstrated that in this field, at least, there is room 
for continued collaboration and hopeful possibilities of making the 
very best use possible of this type of Federal-State program in conser- 
vation of human resources. 

I would be very glad to respond to questions, but I think that sum- 
marizes what I have to say. 
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(The prepared statement of Miss Switzer follows :) 


STATEMENT OF Miss Mary E. Switzer, Drrecror, OFFICE OF VOCATIONAL 
REHABILITATION, DEPARTMENT OF HEALTH, EpUCATION, AND WELFARE 


Mr. Chairman and members of the committee, I am glad to have this oppor- 
tunity to discuss with you our State-Federal vocational rehabilitation program. 
It is a rich and rewarding experience to be associated with this program. 
It is one in which our communities, our States and our National Government are 
working cooperatively to help our handicapped men and women prepare for and 
take jobs. This helps them attain a position of independence, self-sufficiency 
and dignity. It helps them to become first-class citizens. 

I am happy to report that the partnership in this program between the States 
and the Federal Government is a most successful arrangement. As I shall point 
out later, results are being achieved through this grant-in-aid system for voca- 
tional rehabilitation that could not be accomplished under either completely 
Federal or completely State financing. 


NATIONAL AND STATE INTERESTS IN VOCATIONAL REHABILITATION 





Each year an estimated 250,000 persons disabled by disease, accident or congeni- 
tal conditions, come to need vocational rehabilitation services in order to work. 
It is of direct concern to the Federal Government and to the States and their 
political subdivisions, that these disabled people be restored to working capacity. 
Without rehabilitation services these people will remain unemployed, dependent 
upon either their families or the public for support, and unable to contribute 
to the development of their communities and the Nation. It is of national inter- 
est, therefore, that they be restored to working capacity in order that they may 
become a part of our national labor force and contribute to the economic growth 
and stability of the Nation. 

It is particularly important at this time that all those persons with disabilities 
who have the potentialities and capabilities of contributing to the Nation’s scien- 
tific development be identified and provided the necessary technical and scientific 
training in order that they may enhance our Nation’s scientific growth and 
develonment. 

Disability does not recognize State boundaries, nor are its effects felt only 
within the geographical limits of the States. Moreover, the States by them- 
selves can do little to control either the causes or the volume of disability. Both 
the cause and effect of disability transcend State lines. In view of this fact, it is 
necessary and proper that the Federal Government, in partnership with the 
States, conduct a vocational rehabilitation program to restore to employment all 
disabled people who can benefit from rehabilitation services. Just as the effects 
of neglected disability weaken the social and economic structure of both the 
National and State Governments, so do the beneficial effects of rehabilitation 
accrue equally to both. 










THE STATE-FEDERAL 





VOCATIONAL REHABILITATION PROGRAM 





















The State-Federal vocational rehabilitation program is one of the oldest of 
our grant-in-aid programs, and is one of the first to provide service directly to 
people. It was established by the Congress in 1920, to make available to our 
disabled civilians the same services that proved successful in the vocational 
rehabilitation of the soldiers and sailors who were disabled in World War I. 
It operates in all 48 States, the District of Columbia, Alaska, Puerto Rico, Hawaii, 
and the Virgin Islands. 

Actual services to disabled people are provided by State vocational rehabilita- 
tion agencies. The services include, among other things, diagnosis, guidance, 
physical restoration, prosthetic appliances, training, tools, occupational licenses, 
and job placement. Diagnostic services, counseling, training, and placement 
are provided without regard to the economic circumstances of the disabled 
person. Other services, such as medical help, are provided to the extent that the 
person is unable to pay. 

In 1943 and again in 1954, legislation was enacted which broadened the scope 
of services, substantially increased Federal financial support, and in other ways 
stimulated and encouraged the States to use more of their own funds. The 1954 
legislation also has encouraged the States to establish specialized rehabilitation 
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facilities, and to expand their programs, both in quality and quantity, and to 
help more disabled people. 

In order to receive Federal vocational rehabilitation grants-in-aid, the States 
must meet certain minimum requirements prescribed in the Vocational Rehabili- 
tation Act. At the same time, however, the act gives to the States great free- 
dom and flexibility to develop their own programs in keeping with their needs 
and their resources. 

As a result, each one of our States and Territories is, in effect, a vocational 
rehabilitation laboratory, whose experiences are made available to all other 
States. For example, one State may, over and above its normal operating pro- 
gram, try a new system of giving service to special disability groups, such as the 
epileptics or the mentally ill. Or, if it is an agency for the blind, it may experi- 
ment with new ways to assist the newly blinded person in adjusting to his 
a The results of this work are consistently exchanged with all other 

tates. 

This, of course, brings a constant seeking out in each State of ways to improve 
and extend services for the benefit of handicapped people in all States. We, in 
the Office of Vocational Rehabilitation, encourage the States consistently to 
undertake new activities of this nature. We point out the fields needing further 
exploration and stand ready at all times to provide technical guidance and assist- 
ance. This kind of operation, it seems to me, is possible only through our grant- 
in-aid system, and this sharing of State experiences to improve services to all 
our disabled people, wherever they may live, is one of its greatest advantages. 


GRANTS FOR EXTENSION AND IMPROVEMENT OF STATE PROGRAMS 


One of the provisions of our act authorizes grants to the States for the ex- 
tension and improvement of their programs. These grants—which became 
available only in 1954—have been utilized to a great degree by the States in the 
experimental work that I have mentioned. Grants are authorized to the States on 
a basis of 3 Federal dollars to 1 State dollar for any one extension and improve- 
ment project. Federal support for each project is limited to 3 years. 

These extension and improvement grants are made to enable the States to 
initiate planned activities and to reach out and improve their rehabilitation serv- 
ices to disabled persons without diverting any part of their basic Federal sup- 
port for the progressive expansion of their regular ongoing programs. The act 
also gives full recognition to the differences between the States in terms of their 
existing services on the one hand, and on the other their needs, potentialities and 
readiness to extend and improve their programs. Responsibility for the initia- 
tion of projects rests with the States rather than the Federal Government. 

There has been widespread acceptance and use of these grants. The States, 
since 1954, have provided the necessary matching funds to develop and operate 
over 150 extension and improvement projects serving practically every disability 
group. It is doubtful whether any such widespread experimental work would 
have been undertaken without the incentives provided by the grants. 


THE ECONOMICS OF BEHABILITATION 


Vocational rehabilitation is a program with great human, social, and economic 
values. There is no way to measure personal and family satisfaction and hap- 
piness when disabled persons are lifted from forced dependency into the ranks 
of family breadwinners. 

The economic values are more than convincing. For example, a record high of 
70,940 disabled persons were rehabilitated into employment by the State voca- 
tional rehabilitation agencies during the fiscal year 1957. Disability not only af- 
fects an individual but may affect the total family as well. Therefore, the rehabil- 
itation of these 70,940 disabled persons also affects more than 100,000 additional 
family members who were, to some degree, dependent on these persons. 

Of the 70,940 rehabilitants, 52,200 (about 74 percent) were unemployed when 
they started rehabilitation. The rest were working in one way or another in 
temporary or part-time jobs, unsuitable or unsafe employment, or else they were 
in danger of losing their jobs because of their disabilities. 

Vocational rehabilitaton is an investment in human welfare that pays dividends. 
The total earnings of the 70,940 disabled persons rehabilitated in 1957 were at the 
rate of $20.7 million a year when they started their rehabilitation. After rehabil- 
itation the group’s earning power was increased to $141.1 million a year. These 
figures do not include the earnings of farmers and family workers. In addition, 
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those who were rehabilitated contributed over 100 million man-hours to the pro- 
ductive effort of our economy. 

The economic gains are also reflected in other ways. It is estimated that these 
70,940 persons will, during the remainder of their working years, repay about $10 
to the Federal Government alone in Federal income taxes for each Federal dollar 
spent for their rehabilitation. They will, of course, also be paying State and local 
taxes. About 14,000 of this group were on public assistance rolls at some time 
during their rehabilitation. To maintain them on assistance for a single year 
would have cost around $12 million. Their rehabilitation cost $11 million. 


INCREASE IN STATE FUNDS FOR VOCATIONAL REHABILITATION 


Earlier I pointed out that the amendments of 1954 to the Vocational Rehabilita- 
tion Act, had stimulated the States to increase their financial support of the pro- 
gram. This increase each year since 1954 has been most impressive and is one of 
the main reasons why rehabilitations rose from 55,825 in 1954 to 70,940 in 1957. 

In 1954 the States made available $13.9 million and they received $23 million in 
Federal funds. For 1959, $45.5 million in Federal grants has been requested to 
match $28.4 million of anticipated State money. These Federal funds and the 
expected State appropriations will be more than double the sums available in 
1954. 

Under the Vocational Rehabilitation Act, the sharing of costs by the Federal 
Government and the States is based on the fiscal capacities of the States. More- 
over, the act provides for a gradual increase in the States’ share of costs. In 
1954, the Federal Government paid approximately 6634 percent of the costs and 
the States paid 3314 percent. Since 1954 the States’ share has increased to 38 
percent and the Federal share has been reduced to 62 percent. Thus, the States 
have not only been stimulated to increase their total financial contributions for 
vocational rehabilitation, but they have also assumed a great proportionate share 
of program costs. 





THE RANDOLPH-SHEPPARD PROGRAM 























The Randolph-Sheppard program also reflects the great progress that can be 
made when the Federal Government and the States enter into a partnership 
arrangement in providing wider opportunities for the disabled. The same prog- 
ress, I am convinced, could not have been made had either the Federal Govern- 
ment or the States attempted to conduct a program of this nature independently. 

The Randolph-Sheppard program provides preference to blind persons in the 
operation of vending stands in Federal buildings and on Federal properties. This 
activity has no seperate appropriation and it is administered as a part of the 
Federal-State vocational rehabilitation program. 

In 1954, the Randolph-Sheppard Act was amended, along with the Vocational 
Rehabilitation Act, to offer wider employment opportunities to the blind. Just as 
great forward strides have been made under the amendments to the Vocational 
Rehabilitation Act, similar progress has also been made under the amended 
Randolph-Sheppard program. This progress is shown in the number of new 
stands established, the increased number of operators and assistants employed, 
and in the increased earnings of operators and gross sales of the stands. 

In 1954 there were 1,599 vending stands in operation under the Randolph- 
Sheppard Act, in 1957 this number had increased to 1,830. The total number of 
operators and blind assistants employed in these stands in 1954 was 1.931, whereas 
in 1957 the number had increased to 2,249. The net earnings of the operators 
and blind assistants in 1954 was $4,017,440; in 1957 their net earnings were 
$5,623,575. The average net income of all operators and in all locations in 1954 
was $2,193 ; in 1957 the average was $2,654. Gross sales of the stands in 1954 was 
$21,972,549 ; in 1957 they were $28,938,692. 

While this progress in itself is very substantial, I think that perhaps of more 
significance from the standpoint of future expansion of the program is the fact 
that the Randolph-Sheppard Act has been the catalyst in stimulating stand 
locations in State, county, and municipal buildings, and privately owned non- 
government buildings, even though the act itself has no direct application to these 
State and privately owned buildings. 

About two-thirds of the present stands are in State and privately owned 
buildings, while only one-third are in Federal buildings and on Federal properties. 
The number of Federal buildings and properties is much more limited than 
that of State and private nongovernment buildings. While we are constantly 
working for full use of Federal properties, we look principally to the non- 
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Federal properties when we think of long-range expansion of the vending-stand 
program. 

Many States have enacted so-called State Randolph-Sheppard Acts, which 
apply to State properties in about the same way that the Randolph-Sheppard Act 
applies to Federal buildings and properties. Thus we have in the Randolph- 
Sheppard Act an excellent example of Federal legislation setting the pattern 
which the States are following, and opening vast opportunities in properties 
beyond those to which it directly applies. 


REHABILITATION AS A COMMUNITY ACTIVITY 


The vocational rehabilitation amendments of 1954 encourage the develop- 
ment of vocational rehabilitation as a community activity. For example, these 
amendments provide that the Federal Government will participate in the use of 
vocational rehabilitation funds for establishing community rehabilitation facili- 
ties and workshops. They also provide that the grant program may encompass 
State established local rehabilitation agencies within the local government 
structure of the State. 

Some of the most gratifying results of the 1954 amendments are the accomplish- 
ments of joint planning by the State vocational rehabilitation agencies and 
voluntary agencies in increasing community rehabilitation resources. Many 
specialized activities are being carried on jointly by the State vocational rehabili- 
tation agencies and our splendid private organizations across the Nation. They 
are linked arm in arm in the expansion, establishment, and operation of re- 
habilitation facilities dedicated to restoring our severely disabled people to 
productive lives. Federal funds along with State funds and the funds of other 
resources of these voluntary agencies are being pooled to provide these much 
needed facilities and to close the gaps in the program. 

The State vocational rehabilitation agencies also maintain close and effective 
working relationships with a wide variety of public agencies, among which 
are the State employment service agencies. They operate under written agree- 
ments with the public employment agencies. Thus they strive for maximum 
utilization of the job placement and employment counseling services, and other 
services and facilities of the employment offices. 


CONSULTATION WITH THE STATES 


In order that the maximum responsibility, freedom, and flexibility in the 
administration of the total Vocational rehabilitation program remains with the 
States, we, in the Office of Vocational Rehabilitation, make a practice of 
consulting with the States prior to the development of any major policies, and 
prior to the promulgation of any regulations. 

One means of maintaining continuing consultations with the States is through 
the States Vocational Rehabilitation Council, which serves in an advisory capacity 
to the Office of Vocational Rehabilitation. The States council consists of all 
State directors of vocational rehabilitation agencies. It meets twice each year. 
Special committees are appointed for each major program area of activity and 
it is with these committees that the Office of Vocational Rehabilitation works 
toward new developments. 

If the States council committee or the Office of Vocational Rehabilitation feels 
that a program proposal is of such major significance that it should have the 
consideration of the entire council before its adoption, then the matter is 
presented to all State directors. 

The States share with us an interest in having efficient, effective, and eco- 
nomical operation of their programs. To this end, the States council appointed 
a special committee to work with the Office of Vocational Rehabilitation in 
strengthening and improving administration of State programs. Through 
this committee, special executive and supervisory training programs, utilizing 
experts in management outside of our field, have been developed and are being 
earried out. Also, individually, the States request surveys of their operations 
and technical assistance in improving various phases of administration and 
program activities. We are happy always to provide this technical guidance 
and assistance to the States to the fullest possible extent. 
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TRAINING AND RESEARCH 


There is a dearth of qualified personnel in all of the many technical and profes- 
sional fields relating to vocational rehabilitation. In 1954, the Congress, recog- 
nizing the seriousness of this problem, made provision for training professional 
personnel under the vocational rehabilitation amendment of that year. Under 
this authority, we have made teaching grants to educational institutions to build 
up their teaching resources, traineeship awards to individual students pursuing 
training in the several professional fields of rehabilitation practice, and grants for 
intensive instruction to improve the technical proficiency of the staffs of the State 
vocational rehabilitation agencies. 

The amendments of 1954 also provide for grants to public agencies, educational 

institutions and other nonprofit organizations to partially support research and 
demonstration projects. These are concerned primarily with developing methods 
and techniques for improving services for the more severely disabled persons. 
articular emphasis is placed on those not now being served. Although relatively 
new, the research grant program has been extended to solve many rehabilitation 
problems over a wide range of disability categories. Some of the new methods 
and techniques resulting from projects already undertaken are being applied 
successfully by State vocational rehabilitation agencies in serving disabled people 
whom, in the past, they were unable to serve. 


RECOM MENDATIONS OF THE COMMISSION ON INTERGOVERN MENTAL RELATIONS 


The Commission on Intergovernmental Relations made five recommendations 
with respect to the vocational rehabilitation program, with which we agreed fully 
or in principle. We have taken positive action to carry out four of these recom- 
mendations and I feel that we have achieved very gratifying results. The re- 
maining recommendation relating to the location in the State governmental struc- 
ture of the State agency administering the vocational rehabilitation program 
presents certain problems which I should like to discuss with you. 

I should also like to submit for the record, as exhibit A, a listing of the other 
four recommendations of the Commission, together with a summary of the action 
taken to date with respect to each. 

The Commission recommended that the States be permitted to locate the reha- 
bilitation program in any existing State agency administering a closely related 
program, and that the director of the rehabilitation program be responsible 
directly to the head of that agency. 

We agree in principle with this recommendation but do not deem it wise that 
direct action be taken at this time. To carry out the recommendation would 
require an amendment to the Federal act and legislation in most States to allow 
placement of administration of the program in another State agency. Such a 
move might precipitate conflicts within the States at a time when cooperation of 
all groups is essential for the orderly expansion of the program which is of over- 
riding importance. The professional rehabilitation associations would strongly 
oppose any such move. In 1950 the Congress thoroughly considered the place of 
the vocational rehabilitation agency in the State government, and legislation was 
proposed by the committee at that time which was identical with the present 
legislation. Moreover, there is no movement on the part of the States to take 
action on the Commission’s recommendation. 

I should like to point out that under the amendments of 1954 to the Vocational 
Rehabilitation Act, however, the States have leeway in establishing the agency 
to administer their vocational rehabilitation programs. The act permits the 
States to establish an independent rehabilitation agency to administer the pro- 
gram, if the program is not to be administered by the State board for vocational 
education. Since the Commission’s recommendations were published, New 
Jersey, South Carolina, and Massachusetts have established independent rehabili- 
tation commissions. The District of Columbia has established an independent 
rehabilitation department. We continue to receive inquiries from other States 
about independent commissions, so we know that additional States are consider- 
ing this type organization. 

Jarlier I pointed out the States also are free to set up local rehabilitation 
agencies. Although no States have set up such local agencies, there are no restric- 
tions on the local governmental organizations in which they may be established. 
Thus, I think it is evident that the States now have considerable discretion in 
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the kind of organization they prescribe for administering their vocational rehabili- 
tation programs. 

In conclusion, I should like to reiterate my deep conviction that the States and 
the Federal Government in partnership must, for humanitarian and economic 
reasons, take all steps that are necessary to restore to working capacity all of 
our disabled people who can be rehabilitated. And I believe, further, that the 
vocational-rehabilitation grant-in-aid system offers the base for the most effec- 
tive and economical way of accomplishing this. 


Exuisit A. RECOMMENDATIONS OF THE COMMISSION ON INTERGOVERN MENTAL RELA- 
TIONS AND ACTION TAKEN BY THE OFFICE OF VOCATIONAL REHABILITATION 


RECOMMENDATIONS OF THE COM MISSION 


1. The Commission believes that vocational rehabilitation services should be 
expanded and that the National Government should direct its efforts toward the 
stimulation of greatly increased State activity in this field. 


Comment 


As I have indicated, the State-Federal vocational rehabilitation program has 
been vastly expanded since 1954. The total number of people rehabilitated into 
useful employment reached a record high of 70,940 in 1957. State and Federal 
appropriations for vocational rehabilitation services will be more than double 
the sums available in 1954. In 1954 the States made available $13.9 million and 
received $23 million in Federal funds. For 1959, $45.5 million in Federal grants 
has been requested to match $28.4 million of anticipated State money. In 1957 
State agencies spent about $1,750,000 to establish rehabilitation facilities and 
workshops. This is about 34 times the amount spent in 1956. The Office of 
Vocational Rehabilitation is constantly working with the States in the expansion 
of their programs. Furthermore, we are assisting in the development of and 
supporting research programs to find the solution to rehabilitation problems com- 
mon to all the States. And, finally, we are supporting a wide variety of train- 
ing programs to provide the supply of professional personnel with the required 
skills that is necessary for further expansion of the State-Federal program. 

2. The Commission recommends that the grant-in-aid formula adopted in 1954 


be continued without change during the period (through fiscal year 1958) for 
which specific authorizations are now provided by statute. 


Comment 


No changes have been made in the grant-in-aid formula. 

3. The Commission recommends that the Secretary of Health, Education, and 
Welfare, with congressional sanction, if necessary, and in cooperation with State 
governments, establish as a further objective of Federal grants the achievement 
of minimum levels of vocational rehabilitation services throughout the States. 


Comment 


We agree that reasonably uniform standards of service are desirable. How- 
ever, because of wide differences among the States in program development and 
in the availability of medical, educational, and employment resources, as well 
as in financial support, the establishment of mandatory standards at this time 
is impracticable. As indicated, we are working very closely with the State 
agencies in the expansion of their programs, both in quality and quantity. We 
are nearer to uniform operations now than before and, as the States develop 
additional facilities and receive more financial support, the entire level of voca- 
tional rehabilitation services throughout the country will be raised still further. 

4. The Commission recommends that the Department of Health, Education, 
and Welfare encourage each State to establish an advisory council to the State 
vocational rehabilitation agency. 


Comment 


The Office of Vocational Rehabilitation constantly encourages the States to 
establish advisory councils, and gives technical assistance and guidance to the 
States in this area of activity. Increasingly, the States are establishing and 
utilizing such councils. For example, within the past few years, many States 
have established advisory councils to help them develop improved programs 
of service for the mentally retarded, the epileptics, and other severely disabled 
groups. 
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Mr. Fountatn. Thank you, Miss Switzer. You have given us a 
very informative statement. I note with interest your statement on 
page 6 that 14,000 of the rehabilitants last year were on public- 
assistance rolls at some time during their rehabilitation, and that it 
costs around $12 million to maintain them on assistance for a single 
year as compared with their rehabilitation cost of $11 million. I think 
those are very interesting figures. 

I am very happy to note, also, your comment about consultation 
with the States. I don’t think this matter of consultation can be 
overemphasized as a device for achieving better understanding and 
better working relations between Federal and State agencies. You 
mention, also, that you have a practice of consulting with the States 
prior to the development of any major policies and prior to the pro- 
inulgation of any regulations. 

Miss Switzer. Yes. 

Mr. Fountatn. When the Vocational Rehabilitation Act was 
amended in 1954, as I understand it, it was projected that rehabilita- 
tion under the program would reach 200,000 persons a year by 1959. 
In the fiscal year 1957, a total of approximately 71,000 persons— 
70,940 persons to be exact—were rehabilitated as compared with an 
annual level of about 60,000 when the new law was enacted. 

How do you account for this large gap between the present pro- 
gram level and your earlier expectations ¢ 

Miss Swirzer. Well, I think it is accounted for, perhaps, by dream- 
ing higher than we had any reasonable hope of making come true, and 
the projections that were presented in developing the new program 
assumed, of course, a lot of things that didn’t happen, and probably 
couldn’t have happened without a miracle. 

It assumed all States would pick up the Federal dollars that could 
be made available to them, yeulindaale under the first 5 years of the 
act and the ceiling authorization. It assumed that relatively small 
State agencies could expand as fast as they would need to, in terms of 
staff and facilities and everything else, to get there. I think we cer- 
tainly overguessed and overprojected, but we still fee] that the 
200,000 goal is the goal we are shooting for as of now, and that we 
want to have the public program so staffed and supported that it will 
be in a position to meet the current load. This is the reason the 
200,000 figure was chosen. As of now, 200,000 people, more or less, 
need the public service, and, in the process of developing the public 
program, many community nonpublic facilities come into being and 
expand, and, of course, they take care of a number of people who are 
not required to depend upon the public program. But it is just one 
of the things that you just express your hopes, perhaps, in a little too 
definite form. Realistically, when you come to ioodee the year-by- 
ee you just don’t reach the dream that you wish you 
could. 

There has been a tremendous increase nationally, but, on the other 
hand, there are certain places where a tremendous increase in the 
number of people served must come eventually, but it is much slower 
than we had hoped it would be with this new inducement of definite 
Federal funds. Before, we never had any commitment on the part 
of the Federal Government that it would match State funds at a cer- 
tain point. 
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Mr. Founratn. Dr. Goldberg 

Mr. Gouppera. I note that you refer to the dearth of qualified per- 
sonnel in many of the technical and professional fields related to 
vocational rehabilitation. It is my recollection that, when the 1954 
amendments were under consideration, Senator Lehman made a 
strong plea for increasing the amount of funds to be devoted to the 
training of rehabilitation personnel. 

In retrospect, would you give us your judgment as to whether it 
would have been wise, and whether it might still be wise, to spend 
more money on training personnel ? The question really relates to 
the basic consideration of whether or not this is one of the impedi- 
ments to extending the program. 

Miss Swirzer. There isn’t any question but what inability to train 
enough personnel is one of the impediments of reaching the goal of 
our program, and will continue to be one for some time in the future. 
I am sure Senator Lehman, who has always been very conscious of 
the needs for trained personnel in this field, because of his many 
interests in it, would admit, when you start at zero, as we started 
in the training program, there is a limit to the amount of money 
that you can absorb year by year, and just the doubling or tripling 
or quadrupling of the appropri iation in a certain field is no guaranty 
you are going to get your money’s worth. In fact, it might be just 
the opposite. Up to this year, we have received consideration for 
all of the money we have asked for. 

Now, among the main fields of shortage that we have been ad- 
dressing ourselves to in the last several years has been the field of 
rehabilitation counseling, for example; when we started out a training 
program, there were only 1 or 2 places that gave to rehabilitation 
counselors a coordinated training program. We increased training 
in this field as fast as we could “get other schools to commit them- 
selves to a program. Well, you say, could you still add 2 or 3 more 
schools? I suppose you probably could. But we have now over 
30 institutions cooperating in this counselor-training program. We 
have increased the number of counselors turned out every year from 
something like 20 or 30 to several hundred. 

In medicine, likewise, we have been able to support every candidate 
for special training in physical medicine and rehabilitation that has 
applied. We have training programs in physical and occupational 
therapy. There are several places where new schools should be 
started, but the availability of money alone is not enough for each 
school. You have to have clinical facilities, you have to have a 
faculty, and so on. 

Now, we need much more work in speech and hearing. We added 
that last year to our basic training programs, and we have a lot of 
short-term institutes. I couldn’t say we couldn’t effectively spend 
another half a million or million dollars, but I think we have gone 
up very fast for a new program in a new field. 

We do not have a large number of qualified applicants who cannot 
be accepted for training, either through our own resources or through 
cooperative arrangements with the National Health Institute pro- 
grams, or the National Infantile Paralysis Foundation. 


We don’t put a great deal of money into infantile paralysis, because 
others do it. 
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I think we want to step up our training program each year as much 
as we can economically and effectively spend. The Department has 
supported every request that we have made for training funds, up 
to now. 

Mr. Fountatn. You have been able, you say, to take care of most 
all of the applicants ? 

Miss Swirzer. Yes; we have no substantial backlog of qualified 
applicants in most of the fields that we are training. I am not familiar, 
of course, with everything that has come in within the last several 
months, but, by and large, I know we have had no applicants in the 
tield of medicine, which is one of our shortest fields. I know that we 
have not had a creat many applications for counselor training pro- 
grams that we haven’t been able to fit into one of the thirty- odd pro- 
grams that we have had. These are our two very important fields of 
short supply. 

Mr. Fountratn. Do you have on record a substantial number of 
people who are in need of rehabilitation who are not receiving it ? 

Miss Swirzer. Yes, if you mean on record. 

Mr. Fountain. People whose cases have been brought to your at- 
tention and their need determined. 

Miss Swirzer. I wouldn’t say I have them here, because we normally 
would get very few of those unless somebody wrote in to their Con- 
gressman or wrote in directly for help. But I think many State 
agencies, even the ones that are well supported, about this time of the 
vear often run out of money to buy services, and soon. A number of 
the States are in that predicament. In the States where they are not 
well supported, there is a tremendous backlog of people who are known 
to many agencies, in addition to the vocational rehabilitation agency, as 
needing service, and I would say, would you not, Dobbs, that ev ery 
State has a w aiting list of one kind or another, even States that feel 
they are pretty close to meeting the need in their State. 

Mr. Dasetstern. Yes. 

Mr. Founrarn. Is acceleration of the rehabilitation rate dependent 
primarily upon initiative on the State level ? 

Miss Swrrzer. Yes; almost entirely State, community, and local, 
because the services are given locally, the jobs are local. Unless a com- 
munity is responsive to the needs and problems and organizes itself to 
meet them, there is not too much we can do except agitate. This is why 
we have laid such tremendous stress on the cooperative effort between 
the public and private agencies in the community, and this is why I 
feel that perhaps one of the most important features of our 1954 law 
was the research and demonstration grant feature of it, which is ad- 
ministered through our National Advisory Council, because in this 
way new things have been tried for new groups of people which our 
public program didn’t serve before. The ‘mentally retarded is a good 
example, and very seriously disabled victims of cerebral palsy. If you 
get a local group experimenting with new things to do, with its board 
of directors, trustees, and different people involved with it, and then 
they find that their State program is not doing an adequate job, or the 
State program exists and they didn’t even know it before, they come 
together—and, in this coming together, multiply the availability of 
service. A will to do something about it just grows, out of all propor- 
tion, really, to the little seed that is planted “by a project. We have 
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just dozens of examples where this working out together has resulted 
in broadening everybody’s capacity to do the job. 

But you would have a very sterile program if you tried to confine 
it to a State capital. It has to be decentralized down to the com- 
munities where people live and work. And it has to be responsive 
to the needs. The educational programs, the development programs, 
deciding where to put a facility, and all these things are basically 
local problems and local questions. 

Mr. Fountarn. After a person has received all rehabilitation serv- 
ices, he must have community cooperation to obtain employment. 

Miss Switzer. Exactly. 

Mr. Fountatrn. I had the case brought to my attention recently of 
a Negro boy who had been rehabilitated and had learned to do mar- 
velous upholstery work, and I was trying to help him get a job locally 
down in Rocky Mount, N.C. I don’t know whether he has been able 
to get anything or not, but his record was a splendid one. I know 
there are problems of getting these people located. Sometimes there 
is reluctance on the part of business concerns and industries because 
they don’t realize what those people can do. 

Miss Swirzer. Yes: of course, that istrue. I think more and more, 
though, we are getting acceptance of the fact that a person is judged 
by his abilities. I think that is one of the interesting things that has 
happened in this period of increasing unemployment. To me, it has 
been very encouraging that the number rehabilitated is ahead of last 
year. 

The increase is less in proportion than 3 or 4 months ago, but it is 
still ahead. This means that there has been a general acceptance of 
the principle that rehabilitated disabled workers should have that 
equal opportunity, and that there shouldn’t be a discrimination against 
them, that they shouldn’t be laid off first just because they find it easy 
to get on relief, which used to be the case. 

I think if you will send me the name of this young man I will take 
it up with our North Carolina agency. 

Mr. Fountarn. I certainly will. 

Miss Switzer. Because this type of talent is a very scarce one in most 
places. This has been one of the most successful ways in which people 
have been able to be rehabilitated. 

Mr. Fountarn. Dr. Goldberg. 

Mr. Goxpsera. Is it a fact that under your program you don’t 
classify a person as rehabilitated until he has actually been placed sat- 
isfactorily in employment ? 

Miss Swirzer. Yes, that is the rule. 

Mr. Gotpserc. Has there been any bottleneck to stepping up the pro- 
gram due to the inability to place individuals who, in your judgment, 
have been adequately prepared for a job? 

Miss Swirzer. Well, yes. There is a bottleneck, depending upon 
the situation in the local labor market, There always are large num- 
bers of people in a category—a statistical category in our program— 
awaiting placement. This can be due to many things. There are 
always about 16,000 or 17,000 people on any given day in that cate- 
eory. I am sure that a change, a radical change, for example, in the 
abor market situation—in subcontracting, such as in defense work, 
where there is a changeover, and there has been a training effort to 
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train people for this particular thing, and it shifts overnight, as it 
often does—this ona require adjustment. But I really feel that in 
training for our disabled people, the problem of pacers has to be 
almost a tailormade thing. It is almost impossible to do any mass 
placing. 

We cows very general agreements with the United States Employ- 
ment Service offices throughout the country, and to the extent that 
they are able to staff with special people who have a knowledge of 
how to deal with handicap groups, we have been able of course to 
utilize their offices. 

Mr. Gotpserc. That was required, was it not, by the 1954 act? 

Miss Switzer. Yes. 

Mr. Goupperc. Have the State employment service offices put on 
specialists in this area? 

Miss Switzer. Yes. They were given additional amounts of money 
to do this. 

Mr. Govpsera. Are you satisfied with the degree of cooperation in 
placement that you have received from the State employment offices ? 

Miss Swirzer. Oh. yes, I think so; and it is getting better all the 
time. Again it varies. This isa big country. The State employment 
services are State-operated, too, and it depends a little bit on the 
demands on the local employment offices, whether they are able to 
give the specialized attention that is required for rehabilitation. But 
I am not aware now of any really difficult places in this cooperative 
relationship. We have just gone through a whole period of fresh 
looks at the agreements. Of course, agreements don’t really amount 
to anything on paper unless they are really carried out by people. But 
the process of going over them and agreeing what you can do and what 
vou will do, and what is my responsibility, and what is yours, is 
beneficial. It is one method of bringing people together and giving 
them a reason for sitting down and looking at their problems. 

We have also tried to encourage States to go back into the list of 
employment services, and check over again, and bring up to the 
surface people they have not been able to serve in the We did 
this with great effect in tight labor market areas where they are 
looking for special skills. 

Our program makes a great contribution to the short supply pro- 
fessions and subprofessions, teachers, nurses, technicians of all sorts, 
draftsmen; and there is always an effort on the part of our people to 
try to identify the reasons why some people are trained, but not 
placed. 

Mr. Fountartn. How many people, Miss Switzer, were rehabilitated 
in each of the years 1955 and 1956¢ Do you happen to have the figures 
available? 

Miss Swirzer. I think so. 

Mr. DapetsTEIN. 1956, there were 65,640. I don’t have 1955 handy. 

Miss Switzer. How many in 1956? 

Mr. DapetstTeIn. 65,000. b 

Miss Swrrzer. I think in 1955 there were something in the neighbor- 
hood of 60,000. It seems to me it was just below 60,000. I think we 
were disappointed it didn’t go a little higher. 

Mr. Fountain. I believe you stated that certain of the services pro- 
vided under the vocational rehabilitation program are furnished to 
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all clients without charge, while the provision of other services at 
public expense depends on the disabled person’s financial need. 

Miss Swirzer. Yes. 

Mr. Fountarn. What is the justification for requiring a test of need 
for medical services, but not for training? 

Miss Swirzer. Training is part of the educational process, and 
traditionally in this country people have been able to get training at 
public expense. 

If you go to a normal vocational school, public vocational school, 
you go there as a citizen, and if disabled persons have been, through 
their disability, denied the opportunity to receive training that they 
could get if they were physically normal, the theory has always been 
that this was a justifiable way, socially, for the Government to make 
it up to them, pay for their training. 

Now, by no means all the training is paid for, but if it has to be 
paid for, it is paid for without regard to need in most places. Per- 
sonally, I think that is a sound philosophy. 

I think that if a person goes to a State university, or to a publicly 
supported institution, obviously they would get the same considera- 
tion as anybody else, but if they have been disabled, and been out of 
the labor market, and have not been able to have an opportunity equal 
to everyone else, the least we can do is to make it up to them somehow 
educationally. 

In connection with medical service, traditionally in our communities, 
medical service has not been given away in almost any program. It 
is required, I think in most places, with very few exceptions, that if 
a person can pay, he will pay. From the very beginning, when medi- 
cal services were authorized under the act in 1943, our relationships 
with the medical profession have been extraordinarily happy ones. 
But we have held to this principle. 

We do not apply the same rigid test of a person’s need as would 
be applied before they went on public assistance. We don’t require a 
a to pauperize themselves or give up their property. This would 

e an impossible situation. We do apply a fairly rigid need require- 
ment. 

Mr. Fountatn. Would the same theory hold for professional edu- 
cation in private institutions? 

Miss Switzer. I don’t believe there are very many people whose 
training is being provided in private institutions who could afford to 
pay the bill the whole way. 

I think an examination of the cases might disclose some were, but 
there are so many other expenses incident to a severely disabled per- 
son going through school. A blind person, for example, has to have 
a reader. A paraplegic in a wheelchair has to have assistance. Per- 
sons oftentimes have to have maintenance. 

These cases are relatively in the minority of the number served and 
would, I think, reveal a fairly reasonable approach to it. 

But I would.rather have the person get the training and be re- 
habilitated to the highest talent possible, than be too rigid in this ap- 
plication of the needs test, because by the time the disabled person gets 
to the point where they can go to a college or a university, there has 
been a pretty severe drain on the family. If i applied too severe 
a needs test you might lose a great deal of talent. We are putting 
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more and more stress all the time on the identification of unusual 
talent, and trying to support it. 

Mr. Founrarn. Is there a uniform test of need used by each of the 
States to determine whether the disabled person is eligible for medical 
services and other benefits at public expense ? 

Miss Swirzer. I don’t think it is any more uniform in this program 
than it is in any other program. There is a great variation the coun- 
try over in all of these tests. But I think our program fits pretty 
well into the general program that is followed locally. This is what 
the statute gives to the State. Our law says there shall be a planned 
setup, and the regulations enforce that. It is not uniform, but neither 
is the need test in any other program uniform. 

Mr. Founratn. What are your criteria for deciding when a State’s 
test of need is reasonable? 

Miss Swirzer. Would you want to speak to that, Mr. Dabelstein ? 
You are more familiar with the actual details. 

Mr. Founrarn. Please feel free to have any of your assistants sup- 
plement your remarks. 

Mr. Daversrern. First we want to point out although there are 
differences between the States and their standards of economic needs, 
there is uniformity within the State. That is, it is the same practice. 

Second, as Miss Switzer pointed out, the act does give the State 
full responsibility for determining its standard of need. 

Now, they submit a description of their standard as a part of their 
State plan. We do review them. That State plan usually indicates 
what the other agencies within the State have established as a needs 
standard, and through general comparison we attempt to arrive at 
some decision. 

However, if we feel that the standard is too low—and that has been 
the major problem—why, then, we negotiate with the State and try 
to use persuasion and education. But we have no authority to deny 
them funds because their standard is rigid. It is one of persuasion, 
rather than compulsion. 

Miss Swirzer. We would, would we not, Dobbs, if there is a great 
variation between this program and some other we would raise that 
as being unreasonable, or not being reasonable. 

Mr. Dapersrern. That is right. 

Miss Switzer. Consistency between the State agencies, I think is 
one of the tests. 

Mr. Fountain. Mr. May, don’t hesitate to ask for recognition any 
time you want to ask a question. 

Mr. May. Thank you, Mr. Chairman. 

Mr. Fountarn. Dr. Goldberg. 

Mr. Gotpeera. I believe you mentioned the public assistance cri- 
teria for determining need as one of the tests you use in judging the 
reasonableness of proposed State standards for vocational rehabilita- 
tion. I think we are all aware of the tremendous differences—they 
may or may not be defensible—that exist in public assistance stand- 
ards from State to State. Consequently, if those standards control 
to some extent the judgments that you make, don’t you tend to rigid- 
ify your program in relation to the public assistance pattern ? 

Miss Switzer. We can’t reform the world, you know, through voca- 
tional rehabilitation alone. We don't feel we have an obligation to 
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try to make public assistance change its standards. If there is too 
much rigidity in administering a vocational rehabilitation program, 
and applying the tests of need, most of our State directors would, I 
think, say that while they take into consideration, and have to, the 
public assistance standards, I think if it was inoperative insofar as 
accomplishing rehabilitation is concerned, they wouldn’t hesitate to 
veer away from it. 

We certainly would agree that is the proper procedure. 

Mr. Goupserc. You made the point, and rightly so, that the basic 
statute permits the States to make this determination subject to your 
review. Is it your feeling that it was wise, and it is wise, to permit 
the States to have this degree of responsibility ? 

Miss Swirzer. Yes, I think I agree with that, although sometimes 
you become impatient with individual situations. I am sure that 
any greater degree of Federal imposition of this type of regulation 
is probably not in the public interest. I am not a specialist in this 
area, but this would be my reaction as a citizen and a taxpayer. 
There is a lot of difference of opinion on this. Many people believe 
there should be rigid Federal standards, but I don’t believe I do. 
I have been all over this country in my present position, and I have 
seen such tremendous differences and variations in the way people 
get things done. This I think is not bad; this is good. I think the 
worst thing that could happen to a program of service to the people 
would be too much standardization. I see nothing basically wrong 
with letting the mores of the place where people live and work in- 
fluence the way they handle the public business, and what they are 
going to do, and I hope they will always continue to feel that way. 

Mr. Fountarn. Isn’t it possible that too much standardization and 
rigidity might well destroy incentive in some States ? 

Miss Switzer. Yes. Not only that, it makes the program imper- 
sonal, it takes away the discretion of the individual worker. If you 
have a conscientiously administered public program where people are 
primarily concerned with what they do for people—after all, we are 
all in this program to render service to handicapped people, and there 
is not enough money in it to permit of any great degree of waste in any 
one place. I think it would be a tragic error to try to be rigid in 
requiring uniform things, other than what is absolutely essential to 
protect the public investment and to prevent fraud. When I first had 
this responsibility I wondered whether we were not too permissive and 
too lax in our failure to require certain things across the board, but I 
have become completely converted to the principle that this is a pro- 
gram of service to people where they live, and within the limits of 
pushing always a little ahead, of course, and trying to get a little more 
for your money and a little more investment in it, the work, I think, 
has got to be locally oriented. 

Mr. Goupserc. Are there any States, Miss Switzer, in which you 
think there might be a relationship between a State’s relatively low 
rate of rehabilitation and the application of strict standards of need? 

Miss Swrrzer. One or two, I think. California, I think, might be 
one of those States, wouldn’t you think, under their present system ? 
There are 1 or 2 States that have made rigid entrance requirements 
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because of this. This, again, is a local matter. This was forced on 
them by the State legislature and the State budget authorities. I say 
forced on them; I think they were ready for it. This is not a Federal 
thing, but I think they are too rigid. 

Mr. Gorpserc. I understand that. 

Miss Swirzer. I think they definitely, by their priority system of 
intake, have given primary consideration to relief persons, for instance. 
I think we should have a balanced age coge California has the high- 
est. percentage of people off relief; it is so far ahead of everybody 
else it is out of balance. I think you have to have a balanced program. 
You want to take people off relief, but you also want to keep them off 
relief. If you don’t do a preventive job with the people who are able 
to be rehabilitated without getting on relief, you are not doing the 
total job. You don’t want to make this just a picking up of the dead 
ends of life. You want to keep a productive, constructive approach 
to the whole business. Secretary Folsom is very eloquent on this 
point. He believes this is one of the programs that has the most to 
offer in the whole field of prevention of dependency due to neglected 
social causes. Many peo le would like to see our philosophy applied 
to the other areas, like ilaousiie, penology, and various other parts 
of the community problem. 

Mr. May. Do you have a method whereby you rate the States as to 
their progress in your field ? 

Miss Swirzer. Yes. We have 2 or 3 indexes that we think are 
fairly well within the limitations. Of course, first of all, there is the 
total amount of rehabilitation accomplished. Then there is the 
amount of money spent per capita. This has been an interesting 
reflection of the States’ support. The number of what we call diffi- 
cult cases that a State takes 1s a reflection, I think, of the States’ com- 
mitment to handle disability across the board. What others would you 


say ¢ 

Mr, DasetsTeIn. The rate of rehabilitation per 100,000 population. 

Miss Swirzer. Yes; the rate of rehabilitation per 100,000 and the 
dollars per 100,000. These are, of course, as objective measurements 
as you can get. 

Mr. May. Is that in such form as we could include those statistics 
in the record ? 

Miss Switzer. We would be glad to. 

Mr. May. That would be valuable, Mr. Chairman. 

Mr. Founta1n. We will include that in the record. 

Miss Switzer. We will take a look at these things, and send them 
up to you. 

Mr. Fountarn. I am wondering if it would be asking too much to 
request that you provide the standards used in each State. In other 
words, we would like to know the amount of liquid assets, real prop- 
erty, and so forth, a disabled person may possess to be eligible for the 
rehabilitation services not generally available as a free service. Can 
you provide that without too much difficulty ? 

Mr. Dazetsrern. I think we could give that generally. 

Miss Switzer. If you want us to give you an absolute, detailed, 
State-by-State thing, we would have to examine that, and that would 
take time. We could give you the ranges, for example, between the 
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extremes, and enough inside data so you get a pretty good picture of 
it, don’t you think ? 

Mr. Dasetstern. That is right. 

Mr. Founratn. It would be helpful to have something on a State- 
by-State basis. Could you give us something by States? 

Miss Swirzer. I think so. 

Mr. Goipserc. May I suggest, for expediency, that you provide 
information on the ranges of these various data, and, when time per- 
mits, that you work up a State-by-State table for the subcommittee? 

Miss Switzer. It may not be as difficult as I think. But we will do 
the best we can for you. 

Mr, Gorpeerc. All right. 

(The information requested is as follows :) 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
OFFICE OF VOCATIONAL REHABILITATION, 
Washington, D.C. 
Hon. L. H. Fountain, 
House of Representatives, Washington, D.C. 


DEAR MR. FountaIn: I want to express to you my deep appreciation for the 
opportunity to appear on May 7, 1958, before your Subcommittee on Intergovern- 
mental Relations to discuss the vocational rehabilitation program. I appreciate 
the fine work your committee is doing in this most difficult and vital area of 
Federal-State relations. I also want to thank you for the very kind things you 
said about my statement. 

In the course of my testimony, you asked for information on the number of 
rehabilitants in 1955-57, indexes for measuring the degree of State effort and 
accomplishments, and information on the resources that disabled individuals 
may possess and still qualify for those rehabilitation services based on economic 
need. 

REHABILITATIONS IN 1955-57 


The number of rehabilitations in 1955, 1956, and 1957 are as follows: 


Rekha il his Seas Sh BS tc Sp csc atk datas ca i tibet 57, 981 
I asa ni a i wb aan ab aan msl manips Se a rea paw as ed esac 65, 640 
I Lig at el i acl en il i lta lepine 70, 940 


INDEXES FOR MEASURING THE DEGREE OF STATE EFFORT AND ACCOMPLISH MENTS 


Materials showing the degree of State effort and accomplishments in the 
vocational rehabilitation. program are: 
(a) Disabled persons rehabilitated per 100,000 population. 
(b) Disabled persons in the active caseload per 100,000 population. 
(c) Per capita expenditures for the support program under section 2 of 
the Vocational Rehabilitation Act. 
(d) Provision of rehabilitation services to the severely disabled. 
Tables and statements giving this information are enclosed. 


PERSONAL AND REAL PROPERTY WHICH APPLICANTS MAY RETAIN 


The final piece of information you requested was a description of the resources 
which individuals may possess and still qualify for those rehabilitation services 
based on economic need. A compilation of these data, we find, will require a 
review of the State vocational rehabilitation plans. Consequently, we would 
appreciate additional time for the submittal of this information. We will try 
to have this ready in the next few days. 

Sincerely, 
Mary E., Swirzer, Director. 
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. DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, OFFICE OF VOCATIONAL 
REHABILITATION 
Persons rehabilitated and active caseload at the close of the fiscal year, showing 
‘i number per 100,000 population, fiscal year 1957 * 
| Persons rehabilitated Active load on June 30, 1957 
8 State 
7 Number per Number per 
Number 100,000 popu- Number | 100,000 popu- 
9 lation lation 
0 rr ae ro al 
| Se ee er ee ene = 70, 940 42 144, 589 85 
SE ec ditncasoeedue adnert nace eee 2, 070 66 | 4, 934 157 
RINE co ntnacénuncen™ cic oveelebnehinnciounoae 81 39 179 86 
i PE inghitonsewsnknna ckieisdashnketenheabia 439 42 765 72 
Arkansas--_--.- atbssta shunabeutiankChhinnawneaes 1, 501 &3 2,015 111 
ee eee eee 1, 567 12 5, 554 41 
0 eee iicidatntlel kntebibiph Git 696 43 | 1, 207 75 
CD 35 nce ccosncckbesununseseusmssenens 1,016 46 2, 425 109 
| i i le ale eee Sir eee 502 125 698 174 
| District of Columbia. ----..--..----- puapwadade 340 | 39 851 98 
' I cca sien ilep Der siniy acne Mclain ca anni aot 2,114 56 4,094 109 
j SING i cdeitinckcndoncvansttvccesanens , iat 5, 326 143 5, 578 | 150 
RN ak satan a naaeiaataneadealeiae 215 38 415 74 
le | eRe saad 173 | 28 418 67 
n- i edi aca itemmagnnes Sie eipeeneel 4, 207 45 7, 407 7 
te i ee ee bine alte aula Graddmndealtteeen 1, 181 27 2, 699 | 61 
Ba hina nie cedndae egestas oben ile nbdbaas soit ail 1,077 40 | 2, 408 89 
of NN 30... ch ncasionhdewsn dite iphied nant 625 30 1, 468 70 
yu RE .ntituchivdssdehoessceubegeennnkabennd 871 29 1, 812 | 60 
a i dcamiaivangs esd Oentbinks Ge cintcirinaiies . 1,712 57 4, 521 150 
NSE o's i Ridlnne banat coke bee dent dimieiainill 247 27 843 93 
of NN i ainda ctebhicat thdealsdpiekekimboncads cain 1, 218 43 2, 833 101 
1d Massachusetts. .....-.-.-.-.- paeegtaadaadeemisinn 1,027 21 2, 424 50 
l MEE Soke > oscceniadadusatises ineceudusencian 3, 355 45 5, 676 76 
HS MMM bs 55 ciate tinh tee eDiets 1, 045 32 3, 431 106 
ile I ik dicssocesglleccsonm it ng lads Rainn a clacip picid ate | 1, 184 56 2, 088 98 
Riana basdsnge ohne sacccuesabecensen | 1, 420 33 2, 338 55 
ES Se eS a eee 421 66 760 119 
I iincint ae ‘cual waatidda«aneeina ct 672 48 1, 441 102 
I iideimanade hdcimiinsmabatmnanumadacsl 54 22 118 48 
EY aI toi cana nn camenaapaaeee ELAS 118 21 408 i 
INOW SONNET o ddscesmsedccu-e- dtdthiakans Lictahamnda 877 16 2, 045 38 
81 | New Mexico. -.---- SE EES TR een ee 303 37 | 341 42 
40 | NOW Fl lcinwnscenn tag csieneicctidia Acne alate 4, 703 29 | 7,773 48 
No ettececitunt docuhdaendnasriie nate 3, 298 | 75 | 7,185 162 
40 BE SIO itn cdhn thisdoibboddccusascded | 274 42 633 96 
Ws ashok hecenenwe citthieaidnitinctien 1,378 15 2,693 30 
SN tiie sccaieesenenicnripaciaheh nanigenl tidal auleteiitaa 1,396 62 4, 828 216 
ed alg eae carina saan aaa we em naan 693 40 1, 764 103 
| | Pennsylvania. .....___- siapoaseecae Panaloes 6, 024 55 11, 956 109 
he | SR casei snstpch cin diiabinsithkind htt 868 38 2,243 99 
Rhode Island-..-.-.-- siihessisdadities wiiplaaameatiinadiialnc tees 464 56 918 111 
South Carolina..._- Sir aiesipuiene iceland g-nenaneeea tte 1, 623 69 3, 163 134 
EPO n ash cits Sioa din Ssdaeuae 188 27 662 95 
IRDA: 5 aya satiadiecci ochpladdaenotbas 2,199 63 3, 112 90 
of | ean n ean etemsevkexramaratasaeks miei 2. 440 27 | 6. 665 75 
PSs awnseas ean seurkbeanbawntedgieg ualead 347 43 800 99 
| Vermont. -.-.--.--- tinivaccmttGh submegiwndiowasies 190 51 457 124 
| Pa ida iin ccntlin dele te Stillen ee alec ; 2, 351 64 4, 342 119 
NODE. a bo cesvenicrnnmwicaeetsin mitheiaipeiie 0 0 3 12 
Washington-_-.--.. becca Besa abies aocsaeappamiganiialn 1,044 39 2, 231 84 
WE WI ona <a0.s.0.ntateseaa oie 2)171 | 109 5, 430 274 
i WF Blick needing 0 kesh tate wsdeagoailat 1, 434 38 3, 276 87 
| WI ows ceca a Saanececenpaaeees 201 63 261 81 
ces | 
ces 1 Fiscal year 1957 based on estimated total population published by Bureau of Census, July 1956, in series 
ea P-25, No. 148. Estimates of the total population of Alaska, Hawaii, Puerto Rico, and the Virgin Islands 
uld are published July 1, 1955, series P-25, No. 145 (includes persons in the Armed Forces stationed in United 
try j States and excludes members of the Armed Forces overseas). 


2 Program operations started in March 1957. 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
OFFICE OF VOCATIONAL REHABILITATION, 
Washington, D. C., April 2, 1958. 
ADMINISTRATIVE SERVICE SERIES No. 98 


To: State boards of vocational education, divisions of vocational rehabilitation, 
commissions and other agencies for the blind. 

Subject: Per capita expenditures for the support program under section 2 of 
the Vocational Rehabilitation Act. 


The attached tables show (1) per capita expenditures for the fiscal years 
1955, 1956, and 1957 for the support program from Federal, State, and total 
funds, and (2) a comparison of the per capita amount of total Federal and State 
expenditures for the support program for the same 3-year period. 

There has been a significant increase nationally in per capita expenditures, 
as indicated in the following summary. 


intestinal A 
|Federal funds| State funds | ‘Total funds 


| 








Sites athphsienéhusacabemndancnndedeamihdadaaashinmbins $0. 145 $0. 090 $0. 235 
Sibinhh behead irenamnatipbidsegauinncdagdandvalerss=cktgtint 1.72 104 . 276 
1957 


Cae FE NA ans ee REE Se eet 1.98 .121 .319 





There have also been very substantial increases in a number of States. It 
should be noted, however, that there is a wide range in per capita expenditures 
from State to State, running in 1957 from less than 12 cents in Ohio to almost 
83 cents in Georgia. 

In evaluating these data State by State, it is important to bear in mind 
several factors which influence the per capita amounts. Shifts in population 
must, of course, be taken into account when evaluating changes in per capita 
expenditures from year to year. In addition, certain factors which influence 
the distribution of the amounts between Federal and State funds should be 
considered. 

First, the per capita amounts from Federal and State funds, as such, are in- 
fluenced to a considerable extent by the Federal and State shares established 
in the act. Consequently, the per capita amount of total expenditures is more 
meaningful in measuring State effort than the per capita amount from State 
funds, as such. 

Second, the amount of per capita expenditures from Federal and State funds 
ean also be affected by the size of the Federal allotment. Since the Federal 
share of expenditures cannot exceed the Federal allotment, any expenditure by 
a State above matching requirements must be borne by the State. 

I mention these considerations because they are pertinent to the overall evalua- 
tion of the data. Another factor which may become increasingly important as 
more States utilize the full allotment and as the bridge provisions of the Voca- 
tional Rehabilitation Act take effect is the relationship between a State’s per 
capita income and its per capita expenditures. We are planning to study this 
as part of our long-range evaluation of the financing provisions of the act. 

Per capita expenditures are, of course, only one of many indexes of State 
effort. They do, however, represent an index which I think you will find useful 
in your discussions with State officials on fiscal planning. 


JOSEPH Hunt, ASsistant Director. 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, OFFICE OF VOCATIONAL 
REHABILITATION, WASHINGTON, D. C. 


Comparison of per capita expenditures for the support program under sec. 2 of 
the Vocational Rehabilitation Act, fiscal year 1955, 1956, and 1957 


| 

State or Territory 

en tatn bem aoacabercs 

Region I: 
i seats ncmciotertuun eek = cai Ga * 

Maine. _- aieeltiees . 
Massachusetts - - -- . sf 
ee OS eee eee ene 
Rhode Island-__........-.-- tain al 


Vermont... 
Region IT: 
Delaware -_- 
New Jersey --- iehuse 
New York.-- ae a 
Pennsylvania__. - 
Region III: 
District of Columbia__-_--- 
I acne ebehmaussid nacechamiielle 
IE, Sa cwtuneemacbiows 
North Carolina. -.......-.- 
Puerto Rico-- 
a eee 
PII, cine cette 6 tenis wane aeaiiiadied 
RT WEIL 25 oo eich epethaascdieacetaaaiaeasioeen 
Region IV: 
IL. dn cadedgweetébdnepatcunetideeetinn 
Florida. .----- 
SR ockbsedhetreneee 
Mississippi. - .-- 
South Carolina 
Tennessee 
Region V: 
Illinois 
BN iccutshiatcusitubeumeeneoaudatnenaiad 
in cncdnbccesesueonaraneabokuien 
a a ll 
Wisconsin. -.-.....- 
Region VI: 
Iowa 
RI sisi: eusegged eeu gpgenaten cess aa cntaaieed al 
Minnesota 
Missouri 


North Dakota_-__..-- 
South Dakota_- 
Region VII 
SI ai chestiienin Sceibabbabpectemidenbanaiaenac 
I isk css nis so clink Siemon saearesellpvaaalkaiseceal 
New Mexico 
Oklahoma 


NS 5s nna: sticeni ni ceecararmmpas dant RE 
ON a eh emai eae 
W yoming 
Region [X: 
BE Si crecciiis diimannsiidicedibasnbieimaminhll 
Arizona....... : 
California 
BES neakastacadansabnaunasanhak 
Nevada 
I aa ac antnions x asthaiianh database entmeannte 
Washington 














9g | 


10 | 


1955 
Per 
capita Rank 
amount 
$0. 235 
| 
. 212 35 
- 173 | 43 
- 110 | 50 
-171 | 44 
. 201 7 
. 432 5 
674 1 
12 49 
164 45 
275 20 
. 348 
. O85 52 
. 222 30 
. 331 16 
. 209 36 
. 240 23 
. 449 
. 343 ll 
. 381 7 
669 | 2 
27: 21 
313 18 
. 310 
. 215 33 
. 143 48 
. 223 29 
. 090 51 
. 229 27 
. 213 34 
. 190 39 
.177 42 | 
. 190 38 
. 234 25 
. 253 22 
-217 32 
. 343 12 
- 328 17 
. 235 24 
. 359 8 
. 188 40 
-177 41 
. 164 46 
. 331 15 
. 217 31 
. 395 6 
. 335 14 
. 226 
- 232 26 
. 519 3 
. 160 47 
. 345 
. 340 


13 | 


1956 


Per 
capita 
amount 


$0. 276 


. 247 
. 282 
. 142 
. 176 
. 245 


. 563 | 


. 764 
- 151 
. 204 
. 345 


- 418 
- 131 
. 232 
. 414 
. 218 
- 326 


. 402 


. 472 | 


. 768 
. 334 
. 348 
. 372 


. 229 


. 152 


- 24 | 


. 098 
. 236 


. 996 
. 218 
. 305 
. 253 
. 275 
. 394 
. 291 


. 438 
- 463 
. 267 
- 462 
-173 


- 205 
-172 
- 348 
- 231 
- 408 


. 562 


351 | 


. 230 
. 547 
. 186 


‘dé 


- 361 








I 


Rank 


31 


15 
27 


10 
8 
30 
9 
46 


42 
47 
20 
37 
13 


5 
19 
38 

6 
44 
16 


Source: Prepared by Division of State Plans and Grants, Dec. 5, 1957. 





1957 


Per | 
capita | Rank 
amount | 


| $0.319 |___. 


. 267 } 33 
- 331 | 28 
211 | 46 
. 196 48 
. 416 16 
. 689 5 
. 735 4 
. 218 45 
. 239 43 
414 7 
. 452 14 
.179 50 
. 248 41 
. 498 11 
. 257 38 
. 367 24 
. 234 44 
. 592 7 
. 632 6 
. 443 15 
. 829 1 
. 383 22 
. 406 18 
. 365 25 
. 263 35 
. 165 52 
. 250 40 
115 53 
. 322 29 
. 340 27 
. 253 39 
. 375 23 
. 261 36 
. 243 42 
. 516 8 
. 305 31 
a 3 
9 
. 294 32 
. 504 10 
-181 49 
. 263 34 
. 207 47 
. 388 21 
317 30 
. 461 13 
. 766 2 
406 19 
. 258 37 
. 468 12 
177 51 
. 399 20 
. 358 26 











184 FEDERAL-STATE-LOCAL RELATIONS 


Per capita amount of 1955 expenditures for the support program under sec. 2 of 
the Vocational Rehabilitation Act 
































Federal funds Statefunds | Total 
State or Territory _ 
Per Per | Per 
capita | Rank | capita | Rank | capita Rank 
amount amount | amount | 
a | 3 —| eae ™ 
Total..... anestise +. 5 ohlainbeiatatanamen < 4ik tevin $0. 145 |-------- 90.000 |......-- | $0. 235 7 
Region I: | | 
INR entscuencndncdquensanaie’ edad . 138 29 - 073 | 35 | . 212 | 35 
acd il Sis dnc arcs ciceeen Sep tnbeieinesagdldlatanie -1lll 43 . 062 | 43 | .173 43 
Pc cetkoennctumuhanemmiaasaen . 057 | 51 . 052 | 48 . 110 | 50 
DE ER iio nn anncinpntndwecsneadadie | . 109 | 44 . 062 45 | 171 | 44 
PRN TIRS 6Siciee on ccc cvemnncbaneuaceter . 135 | 32 . 065 39 | . 201 | 37 
WEE en tech apnea ici cnenccencucget ends - 259 | 6 | -178 4 . 432 | 
Region II: | | 
ID Fos sc ndendas peaicaab ec oe . 432 | ra . 241 | 2 | . 674 | 1 
I I Ss ee sco et a terete | . 083 | 49 . 040 | 50 | . 128 | 49 
BN SRM fitarb weal cial Gemma tc gp ateioctinalt ae! - 100 | 47 | - 064 40 | . 164 | 45 
icici iniiaetiiciamoiasiamdinn ae iat | . 159 | 22 | -115 16 . 275 | x 
Region III: J 
apenas. oF Calminia. <5... ct. ne ncenscaccl . 244 7 . 104 | 20 . 348 | 9 
EEG 5. crikcinke Gétniateaotincameghbienent . 053 52 | . 032 51 | . O85 | 52 
Cs Sin ndnnndinad dakndacdedcadhada - 116 | 40 | . 105 19 . 222 30 
IID vinnsucctinnmanidumacneacatads . 207 | 12 | . 123 14 16 
PUNE SREOD.. ob ove ccsnsun aaa eae 117 | 39 .091 | 27 | . 209 | 36 
PS. 3 cnteedsncenes scene ilar iipa diced | . 150 | 24 . 090 | 29 . 240 | 23 
SN Ss nein. ne Sai ok atbacdda bier eae eat elameah ftcanles sek ie aoe Sera te 
|. SS eS ae } 277 | 4 | 171 | 5 449 | 4 
Region IV: | | | | | | 
DL, cdsnncicwnnnese ceteuianhacdeekiinien - 206 | 14 . 137 11 | . 343 ll 
(aaa eee eae . 221 10 . 160 6 . 381 | 7 
tt aan eiomine ae Sal pei ebniedl 412 | 2 256 | 1 669 2 
WS oe hoes Kacey cwon pee ae 172 | 20 099 2 272 21 
Beate Geen .....5.......:. ccgindagileeoaia | 2 205 15 . 107 18 . 313 i8 
a i es - 200 16 . 109 17 . 310 19 
Region V: | 
EE http cain ea inka mae hace eemeewel . 138 30 -077 33 . 215 33 
SS ae cbiNecnea cargoes ees . 089 48 . 054 | 47 .143 | 48 
Michigan___--_-_- ehinntiprpactbaeeshied } .149] 25] .074| 34 ‘223 | 29 
ia ee ei a ae - 061 | 50 | . 028 | 52 . 090 | 51 
IER TS eccatcescawanee esl sdoda set 148 | 26 | . 080 | 32 | . 229 | 27 
Region VI: | | 
a ; Kenigiaeareds niakiivn kteaaiedae 117 | 38 . 096 | 24 213 | 34 
dias Es aieacciadeci chic oarciyarhinisig em pdnealabvie | 124 | 36 . 066 | 38 . 190 39 
NG he cbde con iniebnanmcnbaesdwetase seen 105 | 45 . 071 36 | .177 | 42 
RNG AES: chodbst Sink encenmeoaid baat 121 | 37 | . 069 | 37 | 190 | 38 
Rist 02... sonunaihipiaa dabei 148 27 | . 085 30 | 234 25 
fo) Ss edtutahincaneiel | - 156 2 . 096 23 | . 253 22 
IN oo cos coco c ecudeed . 133 34 . 083 31 | .217 | 32 
Region VII: 
Arkansas. - ._- hipbdcpnswipmipinickied . 207 13 - 135 12 | . 343 12 
Louisiana s bibdate baleen ahaa cml | . 193 19 | - 141 9 | . 328 17 
New Mexico-___----- i resin: ig 0s Saeki nentine DU aie - 141 28 . 094 26 . 235 24 
Oklahoma. - sivlée picaengusaenioies ant 2221 -| 9 - 138 10 . 359 x 
ND an camey. , bem ahablalabene sa 2125 35 - 063 42 | - 188 40 
Region VIII: 
| EL Ce eS eee ee Kash .113 42 | . 064 41 177 41 
CNBr ne ie ald comic abiien nani - 101 46 - 062 44 . 164 46 
Montana-.--_---. pmecsiihihdaaaainit sicstpiiaslateiitibedti . 230 8 -101 21 | . 331 15 
Utah. .... isis apdhdastnean gcalnincdebeinaiteiinaieclee aaeliie - 159 21 - 057 46 .217 31 
Wyoming LenugionmhGasbe meat cappana eed . 264 5 - 131 13 - 395 6 
Region IX: | 
ate tini nae i aeehonenengunetninsieay acnaleten - 219 11 -116 15 . 335 | 14 
I iis. annclth ee nisstntnadagens mare eocetel wahnudl - 135 33 - O91 28 . 226 28 
| ae Gnade dnd sel - 137 31 . 094 25 - 232 26 
SE iinnknhucuericndkddndut ceavvipdnhlSoeelll . 331 3 . 188 3 | . 519 3 
a eal - 116 41 . 044 49 - 160 47 
I iii carnation diensuicminineinciccmiabicinide - 194 18 -151 7 . 345 10 
IN i i ietetic dacistedaccnreaseianiomagtoncamanal - 196 17 - 144 8 - 340 13 











Source: Prepared by Division of State Plans and Grants, Oct. 4, 1955. 
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Per capita amount of 1956 expenditures for the support program under sec. 2 of 
the Vocational Rehabilitation Act 



































Federal funds State funds | Total 
State or Territory | | 
| Per | | Per | Per 
| capita Rank | capita | Rank | capita Rank 
| amount | amount | | amount 
—_—_— - Se ane 
aes nes erincncaditans cashless --| @0273}........;| @2106}........| QS98 f2_.... 
Region I: | | | 
Connecticut .............. | - 156 | 35 . 091 35 | . 247 32 
Maine_. ohtsetigindiigdiiad . 184 | 27 | . 098 31 | - 282 28 
Massachusetts . 083 51 | 059 | 47 | . 142 50 
New Hampshire_-_- ' .114 46 | . 062 | 46 | .176 45 
Rhode Island_-_-____- 4 161 | 33 | . 084 | 38 | . 245 33 
ccncts scppaubtbatneweecadcukehs - 349 | 5 | -214 3 | . 563 4 
Region II: | 
Delaware..-.......- nee ekiets - 473 | 2 | . 291 1 | . 764 2 
CENT GUO Wo Sacccusicdi ances. ccdsuaanssae .097 48 | . 054 | 50 151 49 
New York ‘ | 119 | 44 | . 085 36 | . 204 43 
TTP ins ane cnceen - 207 | 24 | . 138 | 17 . 345 22 
Region III: 
District of Columbia_-_------- | - 280 | 10 - 138 | 16 -418 ll 
Kentucky-.-..-- | . 085 50 . 046 | 51 | - 131 51 
Maryland. . . 122 | 43 -110 | 26 | . 232 36 
North Carolina _-_._- . 266 | 13 | . 148 | 14 | .414 12 
Puerto Rico--_- . 122 42 | . 096 32 | . 218 | 40 
Virginia __.- . 208 22 | -118 25 - 326 2 
Virgin Islands... : eee Boise acl busca ee 
West Virginia___- ‘ 377 | 3 | - 213 | 4) . 590 | 3 
Region IV: | | 
I dei isk kchubinirdichibaels ‘ | . 247 | 15 | - 155 | 11 . 402 14 
pe nsts a nencs nea Sones > sis } - 298 | 8 174 | 7 - 472 7 
Georgia__.__-- | . 483 | 1 . 285 2 | . 768 1 
Mississippi- - - 3 | . 214 21 - 120 | 22 | . 334 23 
South Carolina. _-- as -| . 229 18 | .119 23 | . 348 | 21 
Tennessee. ....-..- ‘ i . 244 16 | - 128 20 . 372 | 17 
Region V: | | 
i re a ra decks ae 145 37 . 084 | 7 . 229 39 
RS ES TE . 094 | 49 | - 058 | 49 . 152 48 
PES. cn cuncarchdsndavedtedcneadsaekdneen | . 160 | 34 . 084 40 . 244 34 
iin deuwninsintgpntinbnd mnie amagowinelaed | . 065 52 . 033 52 . 098 52 
IN bins GeceduapadeddusSucwonnunwediann | . 152 36 | . 084 39 . 236 35 
Region VI: | 
BS siistenice ceincscnve Aaya ane wee aac gh aie -170 29 | . 126 21 . 296 6 
N55 ck cenit salle pica ca aod amraasl abst | . 141 38 | .077 41 . 218 41 
Se a eas ne . 187 | 26 | .118 24 . 305 25 
a Sea ee ee | . 162 32 | . 091 34 . 253 31 
SR cana aaa tkachaadas hina seen eaten .174 28 .101 30 . 275 29 
ET CII 3. cn cnciginh gard hea acne Guianaeel | . 253 14 . 141 15 . 394 15 
South Dakota. ---..-...--.-- Sescenweacas . 188 25 | - 103 29 . 291 27 
Region VII: 
ee ee ee ee | .271 12 . 167 9 . 438 10 
NES (nina din ane kd alipiciadeaameben tend . 307 7 . 156 10 . 463 a 
BT MINOR cnctntlediseensndbaaememen | . 163 31 . 104 | 28 | . 267 30 
Oklahoma bam . 291 | 9 | .171 8 . 462 9 
Texas aioe aenattbadedudcmit } 115 | 45 | . 058 48 .173 46 
Region VIII: 
III oo osanetacucaslssek sons . 130 41 .075 42 .205} «© 42 
Idaho phic dnd once sat . 107 47 . 065 43 .172 47 
PRO. 3 3 5c dnc du cnansapncdaceasn sisal . 240 17 . 108 27 . 348 20 
Utah- as ekuae al . 168 30 - 063 | 44 . 231 37 
TEL inn cnnidibeiesepaweatassaceanit . 273 | ll . 135 | 18 . 408 13 
Region LX: | 
BN as cccccacedkncttawasdsanackenaned | . 354 4) . 209 5 . 562 5 
BS ss cctccstasdcnus . 220 | 20 . 131 19 . 351 19 
SU <ccnndcwbaodcennenanenebeaan . 136 | 39 . 094 | 33 . 230 38 
Dia sccccdesackoesnteeatecketas . 347 | 6 . 200 | 6 | . 47 6 
POEs iincdsddapaekebsbanactncabunins . 133 40 | - 063 | 45 | . 196 44 
SNe su. ccc ein . . 226 | 19 151 | 13 | . 377 16 
Washington_-- . 208 | 23 | . 153 | 12 . 361 18 


Source: Prepared by Division of State Plans and Grants, Oct. 31, 1956. 
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Per capita amount of 1957 expenditures for the support program 
the Vocational Rehabilitation Act 


Federal funds State funds 


State or Territory 











Per Per 
capita | Rank | capita | Rank 
|; amount ; amount 
Total. $0. 198 $0. 121 
Region I: 
Connecticut : . 164 36 | . 103 35 
Maine__ . 216 27 115 30 
Massachusetts . 122 48 . 089 43 
New Hampshire_. | . 126 | 7 | . 070 418 
Rhode Island . 261 18 . 155 18 
Vermont__- s . 432 5 | . 257 5 
Region IT: 
Delaware } . 438 4 . 297 | 2 
New Jersey P c .131 44 . 087 45 
New York sae, | . 137 43 | . 102 36 
Pennsylvania___.._- i aaa ‘ . 247 20 | . 167 13 | 
Region ITI: | | 
District of Columbia____ . 292 | 14 | . 160 | 16 
Kentucky - --_- . . 4 118 | 51 | . 061 | 51 
Maryland_.__._... a : . 131 45 | 117 | 29 
North Carolina___- ei s . 325 10 | .173 | 10 | 
Puerto Rico___-.. . 148 | 42 | . 109 | 32 
WN ion oan dann omens ae - . 237 24 . 130 25 
Virgin Islands. -_- ae ae . 164 35 .070 | 47 
ke ae nn ae ae . 378 | 7 214 | 7 
Region IV: | 
Alabama.- abe ae: . 409 6 | . 223 6 | 
Florida--___.-- acces ae eaes . 281 | 15 | . 162 | 14 
Georgia.___- nhl Ad doweneenn . 508 1 | . 321 | 1 
Mississippi- ---.--- oe eee . 247 21 | . 136 | 24 
South Carolina. ---_- ical Ricpiadiansak peal . 270 16 | . 136 23 
odin htcins dined panei | . 239 22 . 126 27 | 
Region V: | | | 
Illinois...._-- snes li ataiaas dachedilagtaiddcasicaiistamhaibns aie o . 162 | 39 | -101 | 37 
NS. sl dh emcunaiabgansnehdebiessox . 102 | 52 | 063 | 49 
airs abl paced ‘162 38 "088 | 44 
eke .074 53 041 | 53 
TE ss ind iininsorkeniad htechdnkeouna . 203 29 | 119 | 28 
Region VI: | 
SN i. dcmdudicnedabeiebousnwatidimoutoes . 198 31 | . 142 22 
—————————— 5 i hace te ahaben soukpk ec ccotalin se . 163 37 | . 090 4l 
os Died pew amuiltimnadn . 231 25 | . 144 21 
NN isciGaeannnee alien ndicadeltne cals . 166 33 .095 | 39 
I no nishidinmenndutibinnaantegaiin on ‘ . 154 40 . 089 42 | 
ND oii dininncidadinecumnabatndioeds . 336 9 . 180 | 9 
5 hs I acined ekccpecenemeomeeieho . 198 30 . 107 | 34 
Region VII: | 
IE cc ncaedgircindcdstbbandawanditaeneed - 462 3 . 274 | 4 
cal ncn ca andi ies nies aneteibiaraua mara . 337 8 . 169 12 | 
I i ohctaitasncceihabilddhceiemenuietnitiietncaen . 182 32 .112 31 
I «csp ucts nanndebahwenanktedpinanien . 321 11 . 183 | 8 
a as lin eee mel oceaive anid . 120 49 . 061 50 
Region VIII: 
he aa sh a elem caaicaede eared . 165 34 . 098 38 
I dacs ca cae path caphdaslbocticasclvee eamaitaamensian . 130 46 .077 46 
Re ae ee | . 262 17 . 126 26 
NN te a ds Bien busirms dratllpide iondaeptnieeiindits . 222 26 | 095 | 40 | 
sd er ee ea . 303 12 . 158 | 17 
Region IX: 
i cl eh cee aeceaie | . 476 2 . 290 | 3 
I io owen ccckhncnscccsebosqccenabsnncsal . 255 19 | .151 20 
Re idee nauailinemeiond | . 150 41 | . 108 33 
BEA astnictnsihcchcrunidettianatammbehaasmaal . 298 13 | .170 11 
ae ee a cceeieeeienel | 119 | 50 | . 508 | 52 
SIITAS 35 davchihistedwisirtne a uritare tssels acetic iipieiomaial | . 239 23 . 160 | 15 | 
WEL ......4.601 sawnsaeeuweusccwdinedea | . 206 28 | . 152 19 








Source: Prepared by Division of State Plans and Grants, Dec. 5, 1957. 
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SEVERELY DISABLED 


(The especially difficult cases) 


Severely disabled is a relative term that means different things to different 
people. The extent of a disabling condition is not an absolute index of the diffi- 
culty the individual or agency encounters in establishing a disabled person in 
employment. Other factors within the individual such as mental ability, moti- 
vation, personality, and factors outside the individual such as family problems, 
availability of rehabilitation resources, transportation, employment opportunities 
may present greater obstacles to rehabilitation than the disability itself. No 
single statistic has yet been developed which covers and gives appropriate weight 
to the many conditions involved and the difficulty each condition presents in the 
rehabilitation of an individual. 

For example, an individual with a below-the-knee amputation, because of 
emotional problems, limited ability, lack of motivation, may be more difficult to 
rehabilitate than a paraplegic who has many positive attributes to compensate 
for his involved disabling condition. 

All other things being equal, the more extensive the disabling condition the 
more difficult the individual’s rehabilitation. Using this arbitrary and restric- 
tive definition, we have selected from the 1957 rehabilitation those cases which 
involve substantial physical disablement and those with conditions which involve 
a substantial social stigma, insofar as employer and community acceptance are 
concerned.” 

During the fiscal year 1957, there were 21,212 persons with “severely handi- 
capping” physical or mental conditions rehabilitated by the State agencies. This 
represents an increase of 10.8 percent over the 19,141 rehabilitated in fiseal year 
1956 and 28.1 percent over the 16,563 in fiscal year 1955. This is the greatest 
number of this group rehabilitated since the beginning of the program in 1920. 
In the past year, the total number of handicapped persons rehabilitated increased 
only 8.1 percent from 65,640 in 1956 to 70,940 in 1957—12.2 percent from 1955 to 
1957. 

A steady increase is evident in the proportion of rehabilitants who are “severely 
disabled”—from 26.4 percent in fiscal 1950 to 29.9 percent of the 70,940 persons 
in fiscal 1957 (table 1). Between 1956 and 1957, rehabilitants with mental 
retardation increased 45 percent; those with severe mental illness (psychosis 
and psychoneurosis) increased 28 percent; those with severe orthopedic impair- 
ments, 7 percent; the epileptics, 11 percent; and the blind, 6 percent (table 2). 

In general, the severely disabled rehabilitated were provided service for a 
slightly longer period of time, with proportionately fewer provided physical 
restoration and more provided training than was found for the less severely 
handicapped. 

Variation among State agencies exists both in the proportion of rehabilitants 
with “severe” disabilities and in the number. In fiscal 1956, the proportion 
ranged from 16.2 percent in Puerto Rico to 43.0 percent in Minnesota compared 
with 29.1 percent for the United States (excluding Alaska, where program has 
been operating for only a short time). The 5 State agencies reporting more than 
39.0 percent are—Oregon, 41.5 percent; Minnesota, 43.0 percent; Nebraska, 39.9 
percent ; New Hampshire, 39.8 percent ; and Vermont, 39.4 percent. 

The five States reporting the largest number of “severely” disabled established 
in employment during fiscal year 1956 are New York, 1,493; Pennsylvania, 1,151; 
Georgia, 1,043, North Carolina, 963 ; and Illinois, 874. 

The above data are suggested rather than conclusive. As indicated earlier, 
the arbitrary definition of “severely” disabled solely on the basis of extensive 


physical or mental involvement represents an understatement of the facts and 
of program operations and accomplishments. 


1 For the purpose of this summary, the “severely disabled” are defined to include persons 
with: Amputations of two or more limbs; impairments of two or more extremities, back or 
head—including paralytic polio patients, paraplegics, hemiplegics, quadriplegics, and 


others: blindness—in both eyes; mental illness—psychosis and psychoneurosis; mental 
retardation ; epilepsy. 


32370—_59—_13 
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TABLE 1.—“Severely disabled” persons rehabilitated by State vocational 
rehabilitation agencies, fiscal years 1950-57 


| Persons rehabilitated 


Fiscal year | Severely disabled 
Number Percent 


21, 212 
19, 141 
16, 563 
15, 77 

17, 178 
17, 449 
17, 614 
15, 754 


RIN BRVSS 
PAR OWANO 


Taste 2.—Type of disability for “severely disabled” rehabilitated, fiscal years 
1957, 1956, and 1955 





Number rehabilitated | Percent rehabilitated 
Type of disability i 





1957 1956 1955 | 1957 1956 





Severely disabled rehabilitated 21, 212 | 19, 141 


Amputations—2 or more limbs 377 
Impairments—2 or more limbs, back, chest, head | 10, 677 
Blind | 3, 765 
Mental illness—psychosis and psychoneurosis 2, 796 | 2, 192 
Mental retardation a | : — 
, 5: , 37 





DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
OFFICE OF VOCATIONAL REHABILITATION, 
Washington, D. C., May 19, 1958. 
Hon. L. H. Fountain, 
House of Representatives, 
Washington, D.C. 


Dear Mr. Fountain: In followup of my letter of May 13, 1958, I am enclosing 
the last of the materials you requested when I had the privilege of appearing 
before your Subcommittee on Intergovernmental Relations. The enclosed table 
shows, by States, the maximum resources which individuals applying for voca- 
tional rehabilitation services may retain and still qualify for services based on 
economic need. 

The Federal regulations governing the vocational rehabilitation program pro- 
vide that the State vocational rehabilitation agency develop policies and stand- 
ards for objectively measuring the individual’s ability to procure services condi- 
tioned on economic need, and that the agency establish procedures for assuring 
uniform and equitable application of such standards throughout the State. To 
assist the States in this complex area of administration, we have issued the 
enclosed guide Measuring the Disabled Individual’s Economic Need. You will 
note that in keeping with our policy of consulting with the States on all major 
areas of administration, this guide was developed in close and repeated consulta- 
tion with the State vocational rehabilitation agencies. 

The Federal regulations do not prescribe any specific dollar amounts that the 
States apply in determining whether or not their clients are in economic need. 
The regulations provide, instead, that the States establish standards that take 
into account all consequential resources available to the individual. Since it is 
not desirable from a rehabilitation standpoint that the disabled individual divest 
himself of all of his resources in order to qualify for services, the regulations 
further provide that the State agencies may establish general policies specifying 
amounts of capital assets (including property, cash and liquid assets not con- 
stituting current income) which may be excluded from calculation of the client’s 
available resources. Any amounts so specified are required by the regulations 
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These specific amounts 


of capital assets, excluded by the policies of the various State agencies, are set 


forth in the attached table. 


Since the States themselves establish the dollar 


amounts, this accounts for the variations in the table. 


Sincerely, 


Mary B. Switzer, Director. 


Mazimum resources which individuals applying for vocational rehabilitation 
services may retain and still qualify for services based on economic need* 
(based on approved State vocational rehabilitation plans for general agencies) 





State agency 








Real property 2 


Personal property * 





ND io Sacakennkene SII scpiat a wins nina ina tetas $350 liquid assets. 

See $10,000 (real and personal)___..| $1,200 cash reserve. 

i sec cis witkon aecmcahitaia a Si cia et meal $1,200 cash and liquid assets. 

$800 cash surrender value of insurance. 
Automobile. 

EI sailed sateen $6,000 (real and personal). _-- Includes not more than $500 cash or liquid 
assets. 

is aniawicewinewasins Seles cuddanendensdtuniniel $1,000 personal property, including cash and 
liquid assets. 

$600 loan value of insurance. 
Automobile. 
Noncommercial livestock. 

ais acaarsccuiibak $5,500 (real and personal) ____- $500 liquid assets, plus $100 for each dependent. 

Connecticut__.........- $5,000 (real and personal) ____ (See ‘Real property’’). 

TTI «4 cisco nisin ixdecveoe TE rnin atttiabd deste kt ce $500 cash or liquid assets. 

Other personal property essential to earning. 

District of Columbia-.._ OU ihe S a cas mecha $800 cash or sale value of personal property. 

$3,000 equity in life insurance. 
Automobile, truck, and business equipment 
necessary for earning. 

SONI ices teauind Glace $10,000 (home) ........-.-.... $900 total reserve, including $150 cash, bonds, 
etc., plus $50 for each dependent, plus loan 
value of insurance. 

$1,000 assets used as main source of income from 
work (not specified whether real or personal). 
tc ccebhonsensn $3,000 (real and personal) _...._| $300 liquid assets. 

SR nt: csinncad'aubipeachae NS i niaectunignssaaeshGbaneews $1,500 or assets. 

$2,000 other personal property. 

OO i sik d daidinth alin $5,000 (real and personal) _. $500 plus $100 for each dependent. 

Rachie igsciveninsngrae hou TEs cilenns agents = ohdktbuceih $750 liquid assets. 

ise sieataischssiiag nia ae I a rearien actesasersdtesclnonstc socket’ $500 loan value of insurance. 

$1,000 other personal property. 

a ee $10,000 (real and personal) ...._| $1,000 cash. 

I tikemnwdcdnabiea i aw cicsnnnprarnlcekctabem $1,000 savings and investments, including life 
insurance. 

UT Gb distinc pscue sida ecekdated wpe aueaee | $1,000 personal property. 

Louisiana... ......-.-- --| $5,000 (home only) ...-.....--- $400 cash or other liquid assets (except in cases 
involving only 1-time expenditures of $100). 

Automobile or other vehicle. 
SE Gh ixnueank acai } $3,500 (real and personal)......| $2,300 liquid assets (including cash, savings 
| bonds, stocks and loan value of insurance). 
Vehicle (not more than $20 State excise tax, if 
automobile). 
Moeryland...............] $10,000 (home). ....-.252.4-8 $750 cash or liquid assets. 
$3,500 (income-producing real 
and personal property). 
Massachusetts. ..-- --| $5,000... oi eta $1,000 personal property, including cash. 
I aicncwnkucrm asus mo A”) Re es | $1,006 personal property. 
| $2,000 cash surrender value of insurance, 
Minnesota_...-.. $10,000 (home or farm) _-.- $600 liquid assets. 
$2,500 (income-producing cap- | $1,000 loan or surrender value of insurance. 
ital assets or real property). 
Mississippi $2,500 (real and personal) -- | $250 liquid assets. 
Missouri_...- : | $7,500 (home)__.__- $500 savings and investments. 
| Income-producing tools, equipment, and stock. 
inate cece $5,000 (real and personal) ----- May include $500 liquid assets, plus $100 for 
each dependent. 
Nebraska-...---- $10,000 (OGNIG) .n cece ncccocces $1,000 savings and investments. 
Nevada... -- $3,500... $1,000 personal property (except limited to $200 
| cash and liquid assets in cases involving only 
$25 prostheses). 
$600 cash surrender value of insurance. 
Automobile. 
New Hampshire_-_._---- $3,500 (nonincome producing) _| $1,000 cash or other liquid assets. 
| Property (e. g., farm) produc- | $1,000 loan value of insurance. 
ing income less than family | Automobile, truck, other necessary equipment. 


requirements. 


Footnotes at end of table, p. 190. 
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Maximum resources which individuals applying for vocational rehabilitation 

services may retain and still qualify for services based on economic need* 
(based on approved State vocational rehabilitation plans for general 
agencies )—Continued 

















State agency Real property ? Personal property * 








New Jersey....------ ee | RET ee $300 liquid assets, plus $200 for spouse and $100 
for — dependent. 



































New Mexico......-:....-} $3,600 (home) -_.._..-...-....---] $500 cash. 
$2,000 (other capital assets) -...| $400 cash value of insurance. 
BE BO Micas soc en-e $10,000 (home) __...-....--.----}] $500 liquid assets (cash, savings, and securi- 
ties), plus $100 for each dependent. 
North Carolina..........| $2,000 (home)-_....--.......--- $250 cash, stocks, and bonds. 
ade 2 fer Er eee $750 other personal property. 
Note.—Can be increased by 
25 percent in special cir- 
cumstances. 
North Dakota........._- $10,000 (home) _--.....-...___- $1,000 cash or liquid assets. 
$1,000 loan or cash value of insurance. 
Necessary stock, equipment, and business 
automobile. 
idaho ita tean bral. oskboad $7,500 (real and personal) _____- $1,000 cash, stocks, bonds, and similar liquid 
assets. 
CARON... 5 ons cdicees $3,000 (home) - -..............- 
$2,000 (business and farm) ____- 
Se na itscnckoscoaeue Pe  insnrionh coon bciniteak nas $200 cash and capital resources (plus portions 
of amounts above $200 on percentage-dollar 
; scale basis). 
Pennsylvania_........._. DN ikintencefenasnnioemaeine agony Race $400 cash, bonds, stocks, or similar assets, plus 
$100 for each dependent. 
Personal property from wnich reasonable cash 
— cannot be realized during rehabilita- 
tion. 
ne I dh tciitens theaceteiestars basingncte telignaeceons $300 liquid assets. 
Rhode Island_........._. $5,000 (nonincome producing) _| $1,000 cash and liquid assets. 
$1,000 cash surrender value of insurance. 
Automobile. 
South Carolina_-__....._- $2,500 (including also equip- | $500 liquid assets (cash, stocks or bonds, in- 
ment, stock, etc.). surance). 
South Dakota__._______- $5,000 (home). ................ $1,000 savings and investments. 
$2,500 (other capital assets)*____| Reasonable amounts of capital assets used]in 
producing income.‘ 
OND «0. Rettittinanics I i ines iattiedeankaiaatiienl $250 liquid assets. 
$1,000 farm or business equipment, merchan- 
dise or livestock. 
$500 equity in automobile and/or truck used in 
earning. 
ey a __..| $3,000 (real and personal) _..._.| $500 cash or liquid assets. 
I deride ninety  ntithititinnegens _.....| $500 cash, plus $100 for each dependent. 
$2,000 other personal property. 
Wer iis in $4,000 (home and personal | $2,000 liquid assets. 
property). Motor vehicle. 






$2,000 (income producing— 
may include personal prop- 








erty). 
WINS cc erdisce citi eee $600 liquid capital. 
$1,500 ordinary home furnishings. 
Virgin Islands_--.......- $7,000 (home and furnishings) | $500 cash and other liquid assets. 





$2,000 (nonliquid assets, real 
or personal). 
Washington. --..----.--- WR sik dias ctheddchecbateadd 






$500 cash and negotiable securities. 
$2,000 cash surrender value of life insurance 
(less value of cash and negotiable securities). 
West Virginia.-..--_--- $3,500 (real and personal) ------ $800 cash or liquid assets. 
po ee ee ae ye $1,500 liquid assets (cash, bonds, etc.) 
$1,000 other personal property. 
$1,000 loan value of life insurance. 
$500 all other resources. 
$5,000 (real and personal) ----.-- $500 liquid assets, plus $100 for each dependent. 



























1 Includes maximum resources for clients with dependents. Personal property allowances for clients 
who do not have dependents are generally lower than figures shown here. 

2 These amounts include the client’s home in all instances, although not so specified in every case. 
Amounts shown refer to assessed value, client’s equity, or other measure of the value of real property, 
according to the standard adopted by the individual State agency. In a few States the amounts shown 
as “real and personal’”’ include the items listed in the personal property column. 

3 Customarily States also allow the client to retain needed personal effects such as household — 
clothing, etc., which do not have substantial monetary value. As noted, some States permit the disabl 
client to retain an automobile or other motor vehicle, if necessary for his transportation t> training, treat- 
ment, or employment, and/or for use in his employment. 

4 Not specified whether real or personal property. 
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Mr. Fountarn. Miss Switzer, do you set any priorities or give the 
States any guidance on the types of disabilities or occupations that 
are to receive preference when rehabilitation facilities and funds are 
insufficient to serve all applicants ? 

Miss Swirzer. Well, “yes” and “no. 
State set up a system of priorities. 

Mr. Founrarn. For example, do the States have complete responsi- 
bility for determining waite: and to what extent homemakers are 
eligible for rehabilitation ? 

Miss Swirzer. Yes, they would have complete responsibility. But 
we try to influence them in this way: For example, one of the most 
important results of propaganda, shall we say, and public relations 
type of influence, is this rising number of people taken off relief. 

his is done year by year. This was one of the principal ten- 
ets in my philosophy when I started in to try to redirect the public 
program toward handling more difficult cases, and we try to concen- 
trate on a couple of areas for a couple of years until there has been 
sufficient acceptance so that you can see the ball is rolling, and I don’t 
have to worry about that too much. 

Every time I went into a community and made a talk, or conferred 
with community people, for a long, long time my main focus was this 
dependency and relief cost relationship. Now, 1 am concentrating on 
the mental groups, epilepsy, cerebral palsy, the mentally retarded, who 
have not been handled in proportion to their need in the community. 

Before we didn’t have anything that we could be specific about in 
terms of how to do it. Now, as a result of our research and demon- 
stration projects we have 4 or 5 specific things for interested people, 
showing how they can take the mentally retarded group and do some- 
thing about it. We have figures which show how they have been 
neglected through the years, and what needs to be done for them. 

o we have really, I think, exercised more influence—actual in- 
fluence—that way than in almost any other. 

Now, in counting the number rehabilitated, there is quite a bit of 
competition of course to get the higher number rehabilitated. For 
years Georgia led the Nation, and last year Pennsylvania topped 
Georgia. This isa little bit of nice, interesting fun. We have experi- 
mented with ideas to devise a method by which we maybe could count 
two for a rehabilitation case that cost more money or a person had to 
go away to a rehabilitation center, and so on. But it doesn’t always 
follow that the person who looks the most disabled actually is. The 
emotional factors, the motivation—maybe only a counselor works with 
an individual— oftentimes mean a more difficult case than the one who 
takes obvious large money expenditures. 

So in precise answer to your question, I would say that we have 
not ever set up federally the 1, 2, 3’s—take these people first. Again 
I think it is because I feel that maybe in this community, if you had 
a cm suggested list, they would maybe use that to eliminate other 
people. 

There is another very important field—the progress we have made 
in the rehabilitation of people over 45. The Department has a very 
tremendous interest, of course, in promoting better realization of what 
our aging population needs in the way of services. The OAST disa- 
bility payments program has highlighted the importance of giving 


” 


The law again requires that a 
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services to the older age group. So the rehabilitation of those 45 or 
over has just gone up dramatically in the last few years. It has 
one up from about 7,000 some 13 years ago, to more than 21,000 
ast year. This is a tremendous thing in the labor market. This is 
all the result of a lot of different people talking about the importance 
of the older worker. The Department of Labor has a program. We 
have a committee for the aging in the Department. We have a lot 
of people working out different ideas along this line. 

Mr. Fountarn. Then you do give guidance ? 

Miss Swirzer. We do give guidance, but we don’t set up any 
absolutes. 

Mr. Fountarn. I asked that question, using homemakers as the ex- 
ample, because I see your program data show that the proportion 
of persons rehabilitated as Lures varies from State to State. 

Miss Swirzer. Some States don’t even take them yet. 

Mr. Fountain. The highest percentage of rehabilitants in this cate- 
gory, 23.3, was in my State of North Carolina in 1957. 

Mr. Goxtpperc. Nevada seems to be the only State which rehabili- 
tated no homemakers, but the number of total cases there is very 
small. 

Miss Swirzer. You will probably find, if you analyze these figures, 
North Carolina maybe didn’t do anything for a long time, and then 
put on a drive. This happened in West Virginia. This happened 
in Illinois. Furthermore, we are stressing the importance of the 
rehabilitation of the homemaker, more and more. We have a couple 
of projects that have been working on it. This is a tremendously 
important social thing in the community. Oftentimes a home can 
fall to pieces because of the failure to handle a disabled member, par- 
ticularly the central member, the mother. 

Mr. eatioen: Do you find prejudice in some of the State agencies 
against rehabilitating pessmedaes Y 

Miss Swirzer. It is not exactly prejudice, it is a devotion to a 
technical definition of a “job.” A homemaker doesn’t get any salary, 
generally speaking, so is that a job? It again goes back to the mores 
of the program where it is operated and the attitude of State officials 
oftentimes, but more and more I think they are coming to believe 
this is a valid way in which to do a yohubellintion job for a group 
that needs service very greatly. 

Mr. Fountarn. Miss Switzer, on the occasion of your appearance 
before the House Appropriations Committee in February, I believe 
you submitted for the record several statistical tables which raise a 
few questions I would like to ask at this time. 

One of these tables shows the number of persons served per 100 in 
need of vocational rehabilitation. Compared with the national aver- 
age of 11.7 persons per 100, several States—Ohio, New Jersey, Cali- 
on and Massachusetts—have rates of not more than half that 

gure. 

I wonder if you could give us an explanation of these low rates of 
persons served as compared to those in need of service? 

Miss Swirzer. Oh, the relationship of the size of the problem? 

This is just an example of the variations that exist in the country. 

Ohio is one State that for a number of years has been very low in 
the availability of rehabilitation services. It has been very under- 
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financed. I am happy to say that just in the last year there has been a 
very marked change in the attitude of Ohio, the people concerned with 
the Ohio program. 

Now, Massachusetts has been going through a reorganization. They 
are one of the States that had an independent commission created, and 
I hope that before too long this will be reflected—the intense interest 
of Massachusetts people in rehabilitation will be reflected—in a sub- 
stantial increase in services there. 

But the range is tremendous. You take a State like Ohio, that you 
would expect to support a program like this to the maximum, and a 
State like Georgia. Ohio is a heavily industrialized State, the prob- 
lem of employment is not nearly so complex, and yet perhaps because 
of the availability of other services, or for reasons of narrowness of 
concept or for things that are sometimes hard to identify, there hasn’t 
been the spark that is required to really get this program rolling. 

On the other hand, you take a State like Minnesota, which had a 
very, very pedestrian program for a long time, and all of a sudden 
they got religion. Now they have made more progress in the last 
couple of years than they have made, I think as Mr. Dabelstein stated, 
in the previous 10, wouldn’t you say ? 

Mr. Dasetstern. That is right. 

Miss Swirzer. That is not an exaggeration. Under the stimulation 
of the new law, somehow or other, some places it has caught on fast, 
in other places it just has not. 

In some places public figures have seen the value of this and made it 
a part of their political program, and this is what I wish more people 
would do. 

Mr. Dasexsretn. I think you will find the same States are putting 
in the smallest amount per capita in their rehabilitation programs too. 
That is, Ohio rates about 40-50, in the amount they invest, and also in 
the amount they invest in rehabilitation. The same with Massachu- 
setts. I forgot the other two States. 

Miss Switzer. California. California invests more money. 

Mr. Dasetsretn. They are concentrating solely on the public- 
assistance cases. 

Mr. Founrarn. Another table shows the proportion of the section 
2 allotments for basic support being used by ak of the States. 

Miss Switzer. That is an interesting table, yes. 

Mr. Founrarn. I wonder if you have any comments to make as to 
why States like Indiana, Texas, New Mexico, Ohio, Nebraska, Utah, 
and Maryland, are providing State matching funds at the rate of only 
60 percent or less than that needed to receive their full allotments? 

Miss Switzer. Again it is the same thing. Maryland is somewhat 
different. Of all of the States that you mentioned, Maryland is some- 
what different. Perhaps the percentage of the pickup of allotments 
is not a reflection totally, although it is a reflection of support in terms 
of dollars and people served. Maryland has a planned commitment. 
Over the years they have had a certain way of handling this. They 
have a very excellent program. They are the only State I think that 
has a biweekly television program devoted exclusively to rehabilita- 
tion. They have cooperative relationships with other parts of the 

State government to provide certain services that they don’t have to 
finance themselves. So in a way it is a little unfair to compare Mary- 
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land in the same proportion as the others. But in Ohio, Indiana, and 
some of those other States, it is just a simple answer that they just 
haven’t seen the advantages. We hope they will. 

Mr. Founrarn. Do they have other programs of a similar nature 
which they themselves operate ? 

Miss Switzer. They don’t support them any better. 

Mr. Founrarn. They don’t? 

Miss Swirzer. No. You usually find the public programs are sup- 
ported pretty much in the same manner, in proportion, almost always. 
Indiana and Ohio, what are some of the others? 

Mr. DaBetstTern. Utah. 

Mr. Founrarn. Utah, Texas, New Mexico. 

Miss Swirzer. Next year you will see a different thing in Texas. 
I just heard the other day they have a tremendous increase in their 
budget in Texas. This is one of the States we have been working on 
intensively for quite awhile. 

Mr. Fountain. In June 1956, your Department’s Committee on 
Aging published “A Descriptive Survey of the Organization and 
Activities of the Official State Groups on Aging.” 

The New York State section of that publication contains this state- 
ment, and I quote: 

Vocational rehabilitation services to the aged are slowly increasing, but basi- 
cally are held back by Federal regulations which bar such services to those not 
deemed employable. 

Miss SwirzeEr. Yes. 

Mr. Fountatn. Would you agree with that observation ? 

Miss Swirzer. Yes, that is a statement of the facts of the case. 

One of the eligibility requirements, by Federal law, is that rehabili- 
tation services are primarily for the purpose of making a person 
available for employment. Most States apply this vocational test 
rather rigorously. In the progressive States, they do so because of the 
vast reservoir of disabled people. And the rehabilitation programs are 
a long way from the goal of rehabilitating everybody who can voca- 
tionally benefit from it. 

And so the provision of rehabilitation services for the sole purpose 
of self-care, let us say, would not, strictly speaking, be legal under 
our law. 

Now, on the other hand, in some places it is more flexibly inter- 
preted. In other words, if you took in people at the beginning of 
the program and applied a less rigorous test of vocational adapt- 
ability at the end, you would find that halfway down the road you 
might lose a certain number of these people vocationally. There 
would be nothing wrong with that. That would not be illegal. But 
States, as a whole, do not accept people for rehabilitation unless they 
have a reasonable expectation of a vocational objective. This is the 
reason why if a person were obviously not going to be working, they 
would not be eligible for services under our program. There are a 
number of bills in Congress and quite a bit of feeling throughout 
the country that the next big step in dealing with this total problem 
would be to provide rehabilitation services for this group. Two 

States already do it, lowa and Washington. 

Mr. Founrarn. Of course, the basic purpose of this program—— 
Miss Switzer. Is vocation. 
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Mr. Founrta. Is to enable people to be productive. 

Miss Swirzer. To go to work, that is right. The minute you 
change that focus, you create a tremendous number of problems, 
which will take the wisdom of Solomon to solve. 

Mr. Founrarn. Somewhat like the legislation we had on a different 
subject the other day, to provide extended benefits in the field of 
unemployment. The proposal also had a provision to provide for 
unemployed people who are not covered by the unemployment com- 
pensation laws, and there are many of us who felt the two should 
not be tied together. 

Miss Switzer. That is right. 

Mr. Fountain. The unemployed not covered ought to be helped in 
some other way. In fact, I think that was the President’s idea, ex- 
cept the President wanted to make it mandatory on the States, and 
some of us didn’t like that. We felt the States should make their own 
decision, and borrow the money from the Government if they needed 
it. 

Miss Swirzer. This question will be discussed and we will get a 
great deal of help. 

Mr. Founrarn. What is your opinion as to whether or not rehabili- 
tation services should be extended to the elderly and others who are 
normally outside the labor market ? 

Miss Swirzer. My personal opinion is it should be done within 
manageable limits. 

I would like to see the next legislative effort directed to this end, 
but in manageable limits. I think it would not be a wise move to try 
to turn this into a public medical care program across the board 
but I think a tremendous advance could be accomplished in socia 
status and people’s ability to live out their lives more effectively if we 
had a controlled program. 

The intake process could be broadened to permit a less rigid test of 
vocational objective which would serve many people who would 
benefit greatly. This would be one way that I would like to 
see our present program actually liberalized somewhat. And then 
there should be experimentation on a strictly project basis, and in 
some manner that would be coulweliabia~enil ddiue would control 
it more effectively than anything else, because this is expensive. We 
have a project out in Illinois, working with their public aid commis- 
sion to try to show how the public expense can be reduced by provid- 
ing rehabilitation services to people in nursing homes. We have had 
a few vocational rehabilitations out of it, but that is not the object of 
the project. This is not done through our section 2 regular money 
but through our research and demonstration program. 

Mr. Fountatn. Mr. May 

Mr. May. The only question I would add at this point, Mr. Chair- 
man, would be, what are the 2 or 3, or how many important pieces of 
legislation you feel are necessary as far as Congress is concerned with 
your Department ? 

Miss Swirzer. We haven’t talked at all about facilities this morn- 
ing. 

‘There is a real need for a directed, well-planned facilities program. 
By that I mean comprehensive rehabilitation facilities, especially 
vocational ones that will provide pretty evenly throughout the country 
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for disabled people in the public program to get medical and vocational 
rehabilitation under one roof. 

We had hoped many of these would be developed under the Hill- 
Burton program, but the Hill-Burton program, of course, is the 
hospital-building program. While we have developed a number of 
specialized centers, and one or two vocational rehabilitation centers, 
we have not been able to meet our need through that, largely because 
of the difficulties of financing and the fact that the formula and the 
mechanism of Hill-Burton doesn’t lend itself to this kind of develop- 
ment. We ought to be able to work with States and communities to 
place centers where they are needed so that they can be of regional 
use. This is what we have done in the past when we could do it. 

Then, there is beginning to be a national recognition of the need 
for what we call, for want of a better word, sheltered workshops. I 
don’t like to use that phrase, because that brings up, you know, broom 
factory for the blind, in most people’s minds. But much of the em- 
ployment of the severely disabled, some of them mentally retarded, is 
provided and must be provided in a sheltered environment. It would 
be competitive, commercially competitive in terms of wages paid, and 
unusually in terms of the work done, but it would be ordered in a cer- 
tain setting. 

We have no way, nationally, to direct and influence and plan for the 
development of this kind of facility. There are other specialized 
kinds of facilities, special clinics, and the like. 

One of the bills introduced in the House by Congressman Elliott 
and Congressman Fogarty and in the Senate by Senator Hill and 
others would combine the self-care feature and the facilities-assist- 
ance type of program. It would be administered somewhat like the 
research building fund of the Public Health Service, a self-contained 
act in itself, with standards and well defined limits, and a council to 
direct and help recommend. Of course, a matching basis should be 
spelled out in the law, too. A matching basis could be almost any- 
thing that one wanted to design for it. 

I think this is an essential next step for us. 

I would like to see this self-care thing have something done with 
it—not too large at first, but something to break the bottleneck of 
this vast number of people who for many reasons are not served under 
this program. I think these are the two most important pieces of 
legislation we would like to see. 

Mr. May. Thank you. 

Miss Swirzer. Speaking personally now. You asked me for my 
personal opinion. 

Mr. May. Yes. 

Miss Switzer. We haven’t had a chance to review it in the Depart- 
ment; that is why I say, whether this would be a part of our legisla- 
tive program, but this is a part of my personal legislative program 
that I would like to see. 

Mr. Founrarn. I realize the policies change from time to time. 

Miss Switzer. Yes. 

I think if we had those two pieces of legislation tied to our present 
law, we would be set for quite some time. 

Mr. Founratn. Dr. Goldberg, do you have any questions ? 
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Mr. Gorpperc. Yes, I would like to discuss just one further matter. 

Miss Switzer, I would like to comment on your statement, with 
reference to the Kestnbaum Commission’s recommendation that the 
States be permitted to locate the rehabilitation program in any exist- 
ing agency administering a closely related program. You stated this 
would require an amendment to the Federal act and legislation in 
most States. 

The intent of the recommendation, as I understand it, is to give the 
States the privilege of determining their own administrative struc- 
ture, rather than have the Federal Government force upon them a 
particular form. 

While it is true that the 1954 act introduced the alternative of an 
independent rehabilitation agency, there seems to be some evidence 
that this would only serve to complicate the organizational problems 
in some States where the number of agencies that report directly to 
the governor is already too large for effective management. 

The Kestnbaum Commission acted on the theory that State freedom 
of choice in organizational matters is not only desirable in principle, 
but might actually strengthen the program’s support and status in 
some instances if the State elected to transfer the program to an 
energetic existing department or agency. 

Since an appropriate amendment to the Federal act would be per- 
missive only, isn’t it true that no State action, legislative or otherwise, 
would be required unless a State chose of its own volition to take 
that action ? 

Miss Switzer. I suppose the answer to that last part of your ques- 
tion is yes, but I would like to pose another question to you. 

What other department would you suggest would be a department 
of choice ? 

Mr. Gotpperc. That, of course, would be a determination made ex- 
clusively by the State. I can pass along this thought, however. I 
don’t know if it is the present situation, but as of a few years ago, 
as one illustration, we were informed that New York State was seri- 
ously interested in placing the program in the Public Health 
Department. 

Miss Switzer. New York State is interested in splitting the agency. 
They are interested in splitting off the medical rehabilitation—or 
those who are advocating a change, let me put it that way—are 
interested in splitting off medical rehabilitation from vocational re- 
habilitation, and dividing the program down the middle. 

That I would be absolutely opposed to. 

Mr. Gorppere. I am not aware of that interest. 

Miss Swirzer. This is the only suggestion I have heard made by 
responsible people in the New York State government. This view 
was held by some very important people. This would be a mistake, 
as the program is fractionated enough already. 

I recognize the principle, I mean the rightness of the principle, 
but the facts of the situation are that if there was an opportunity 
for a choice of another department, the most likely aspirants to the 
obligation would be the Department of Welfare. 

In a few places, there has already been on the part of welfare 
“saya some feeling this was more appropriately services that should 

e performed there. This I think would be the kiss of death to 
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vocational rehabilitation, as we know it, because it would tend to 
limit the people served to the clients of the Welfare Department, and 
this would take away the entire preventive part of the program; it 
would change its whole focus, and I think would be quite a tragedy. 

I think that the traditional involvement of the educational depart- 
ment is more difficult to understand today than it was, but I would 
hate to see anything suggested that would result in competitiveness, 
bureaucratic competitiveness in the State, which would have the effect 
only of slowing up services, that is all. 

Mr. Goupserc. On the other hand, aren’t there a number of States 
in which the degree of interest, particularly on the part of top manage- 
ment, is rather negligible? This I think is almost a corollary of your 
pointing out that nothing happens in many of these States until they 
‘get religion.” 

It is virtually the same kind of day-to-day operation it was 10 
years ago. 

Miss Swirzer. Well, our present law requires that the director of 
rehabilitation have no one between him and the executive officer of the 
board of education. This has elevated the status in a good many 
places. I am not so sure that in the places that need it the most, this 
free ability to choose some other department would have any very 
important effect. 

Mr. Gotpserc. But, then, on the other hand it might, might it not? 

Miss Swirzer. It might in one place, and it might create a lot of 
turmoil in another place. After all, Massachusetts cared enough about 
this to create an independent commission. I think that is tremen- 
dously important. I believe that if one could look into the far future 
and foresee this independent living bill, and so on, that many States 
might feel a more independent status would be an advantage. 

Mr. Gotpsere. Do you see any objection to a State’s relocating its 
rehabilitation activity in the department of health, so long as the 
program were not split? 

Miss Switzer. I can’t say I see any objection, but I don’t see any- 
thing to gain in it. The Baad General is here. There has been 
no great showing of interest or aggressive pursuit of the aims of 
rehabilitation in the health department. I think the health depart- 
ment would have a tendency to apply across-the-board principles of 
service, and wouldn’t be as restrictive as a welfare philosophy would. 

If I had to choose between the health department and the welfare 
department, I would choose the health department. Wherever it goes, 
it has to be a self-contained operation to get the job done. So, I don’t 
see pushing it from one place to another is going to make too much 
difference. 

Mr. Gotpperc. Since it is largely a matter of principle involved 
here, namely, the ability of the State to determine for itself the kind 
of administrative structure it will have for operating a State pro- 
gram, even though it is a grant-in-aid program, I think it comes down 
to the question of when, in your opinion, would be an appropriate time 
for introducing this change which you favor in aca 


The Department wrote the subcommittee early in 1956 that the 
Department agreed in principle with the recommendation, but it did 
not seem to be an appropriate time to present the necessary legisla- 
tion. The same statement has been repeated this morning. 
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Miss Switzer. I would even go further than that. I don’t know 
when I would see the time appropriate to make a recommendation 
that could only result in wasting the energies of people that should 
be put to extending services. ae 

e have gone chrotieti a lot of these things. We went through it in 
a fight with the Department of Labor some years ago, and I am sure 
that the people in rehabilitation would make a major political effort to 
stop it. oe 

think it is a waste of energy, a complete waste of energy. It is just 
the one place where I think principle has to give way to practical 

olitics. 

, Mr. Gotpserc. Just one further question. Would you identify for 
us the professional rehabilitation associations which you say would 
strongly oppose such a move, and explain why they would object ? 

Miss Swirzer. Well, I don’t think I would like to get on record in 
discussing the policies of professional rehabilitation associations. I 
think the State directors would all oppose it. I think there would be 
some professional associations in the other fields that would want it. 
But I would rather, if it is all right with the committee, not get into 
a discussion of other people’s business, as it is their business. Mr. 
Dabelstein, you have a few comments? 

Mr. Dasetstern. [ would like to add one point, and that is that most 
of the States now have self-contained legislation, and in their self- 
contained legislation the responsibility is assigned to the State board, 
and, if it were to be changed, they would have to modify their State 
legislation in order to do that. 

Mr. Gotpsere. The only proposition we have been discussing is an 
amendment to the Federal act which would give the States this option. 
If States are happy with the present arrangement, this change would 
require no action whatever on their part. It is simply a question of 
ironing out this inconsistency by a change in the Federal act. 

I might add in this connection that, shortly after the 1954 act was 
passed, I had occasion to call the General Counsel’s Office in the De- 
partment of Health, Education, and Welfare to inquire about the 
meaning of the language in the act as it related to State organization. 
I recall that the Gencenl Counsel’s Office encountered difficulty in 
determining just what organizational form could be permitted a State 
as an alternative to the board of vocational education. There evident- 
ly was some question as to the legislative intent in this matter. Con- 
sequently, I am not so sure there is anything sacred about the alterna- 
tives that now exist. 

Miss Swirzer. There is nothing sacred, but, at the time the bill was 
introduced, the Department considered this—because it was a logical 
thing to consider in proposing new legislation—to permit the State to 
place the program in any department, and I may say that it was my 
strong recommendation that the Department not make an issue of this. 

The reason was not wanting to waste emotional effort in a jurisdic- 
tional fight. You say the State doesn’t need to do anything about it if 
it doesn’t want to. That is perfectly true. 

But if there is a permissive opening of the door to this, inevitably 
in some places other departments, for reasons completely unrelated, 
ofttimes to the detriment of the rehabilitation program as such, will 
attempt to do it. 
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All I am saying is that, while I would agree with you in principle, 
I think that it is not an important enough matter to the future of 
extending rehabilitation services to people to raise the question just 
for the sake of consistency, because I am sure it is not the only thing, 
even in our program, that is probably inconsistent. 

I think it would be a wasteful thing to do right now. Somebody 
else might feel differently. 

Mr. Gotpperc. Thank you. 

Mr. Fountain. I want to thank you and your staff very much, Miss 
Switzer. Do you have any other observations or comments which 
you would like to make? 

Miss Swirzer. I think not, Mr. Chairman. I certainly have appre- 
ciated the opportunity to talk so fully on our program. 

Mr. Founrarn. We are happy to have had you with us. You 
certainly are a well-informed person, wrapped up in your work. It is 
wonderful to have someone appear before the committee who knows 
what she is talking about. 

Miss Swirzer. Thank you. 

Mr. Fountain. We appreciate your coming. 

Miss Swirzer. Thank you very much, Mr. Chairman. 

Mr. Fountain. Dr. Burney. 

Miss Swrrzer. I am sorry I took up so much of four time. 

Dr. Burney. That is all right. 

Mr. Fountarn. I apologize to you gentlemen for the delay. I 
understand Dr. Burney was up all night on an airplane getting here 
from Indianapolis. I, myself, was up about half the night preparing 
a speech and feeding a new baby around the household, so 1 know 
about how you feel. 

Dr. Burney. That was even more important than what I was doing, 
sir. 

Mr. Fountatn. Do you havea prepared statement? 

Dr. Burney. Yes; I do, Mr. Chairman. 

Mr. Fountarn. All right, sir. I think we are already familiar 
with your background, so you may proceed with your statement. 


STATEMENT OF DR. LEROY E. BURNEY, SURGEON GENERAL, PUBLIC 
HEALTH SERVICE, DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE; ACCOMPANIED BY DR. DAVID E. PRICE, ASSISTANT 
SURGEON GENERAL AND CHIEF, BUREAU OF STATE SERVICES; 
AND SAM KIMBLE, CHIEF, STATE GRANTS BRANCH, PUBLIC 
HEALTH SERVICE 


Dr. Burney. Thank you, sir. May I present to you and your 
committee, Assistant Surgeon General David E. Price, who is Chief, 
Bureau of State Services, and Mr. Sam Kimble, who is Chief, State 
Grants Branch, Public Health Service. 

Mr. Fountarn. Dr. Price has been promoted since he was last with 
us. Congratulations. 

Dr. Price. Thank you, sir. 

Mr. Fountain. Go right ahead. 

Dr. Burney. For conciseness, since my statement is not very long, 
I would be glad to read it, Mr. Chairman, and be pleased to answer 
any questions. 
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Mr. Founrarn. Go right ahead. 
Dr. Burney. Mr. Chairman and members of the committee, I 

appreciate the opportunity to appear before you today to discuss the 

eee relations aspects of the programs of the Public Health 
ervice. 

The Public Health Service has had a long and successful relation- 
ship with the States in the protection and improvement of health 
conditions. In 1902, the Congress provided a formal basis for this 
relationship by enacting legislation which required the Surgeon Gen- 
eral to call a conference of State health authorities at least annually. 
The Surgeon General, in presiding over the first such conference in 
1903, described this relationship between the National and State Gov- 
ernments as “a sentiment of respect one for the other.” 

Based on this sentiment of mutual respect, there has developed 
over the years an exceptionally close working relationship between 
the Service and the various State health departments oe § agencies. 
This is not merely a formal, once-a-year relationship. It is a day-to- 
day partnership reflected in frequent conferences and consultations, 
in the interchange of expert personnel, and in joint attacks on speci- 
fied public health problems. 

Mr. Chairman, is it all right if I interject a few things along here? 

Mr. Fountatn. Feel free to do so. 

Dr. Burney. At the present time we have a meeting in Washing- 
ton of the State engineers, meeting with the Public Health Service 
staff during this week. 

Next week we are meeting with the executive committee of the 
State and Territorial Health Officers’ Association. A few weeks ago 
we had a meeting with the administrators of water pollution control 
programs. 

I merely cite those as indications that this is a continuing activity. 

This relationship, which began before the advent of the grant-in- 
aid relationships, has been a major factor in the effective operation 
of our grant-in-aid programs. The research, training, consultative 
and technical assistance services of the Public Health Service have 
also contributed in a major way to the improvements in public health 
in the United States and to strengthening the programs of State and 
local health agencies. 

Another point in this same connection is the fact that many of our 
officers have been loaned to the States for long as well as short periods 
of time to assist them in getting new programs started until they are 
able to secure and train their own people. 

For example, in radiological health, we have many requests from 
the States to loan to them personnel to get their program started 
until they can secure and train their own individuals, and actually 
that is very helpful to us because it gives us, then, individuals who 
have a State and local viewpoint, as well as giving to us men who 
have had experience in State and local activities. 

Dr. Price and I both have been on such assignments. 

At the present time, the Public Health Service administers grants- 
in-aid to the States in eight different program areas. These grants 
have been established by Congress over a period of time to stimulate 
and assist State and local governments to meet important recognized 
health needs of national interest. The general health grant assists 
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and supports the development, maintenance, and improvement of a 
minimum foundation of State and local public-health services for the 
prevention and control of disease, disability, and premature death. 

In addition to this grant there have been added from time to time 
grants for special disease categories of national significance. Grants 
of this type are provided to assist States to develop programs for the 
control of venereal diseases, tuberculosis, cancer, and heart disease, 
and for the promotion of community mental health programs. These 
categorical grant programs and the general health grant, as well, con- 
stitute both a fiscal and programing partnership between the Federal 
Government and the States. The Federal funds are matched by State 
and local public funds appropriated for the same purpose. 

The other two program areas in which the Public Health Service 
administers grants-in-aid are in the planning and construction of hos- 
pital and medical facilities and in water-pollution control, including 
the construction of waste-treatment works. In each of these pro- 
grams there are at present two types of grants. 

Grant funds are available to assist States in surveying the ade- 
quacy of and need for hospital and medical facilities and for plan- 
ning for the construction of additional and improved facilities. 

The other grant in this field is to assist in the cost of constructing 
and equipping the facilities that the individual States determine are 
needed. In the field of water-pollution control, the grant structure is 
similar. One grant is made to assist States to develop and improve 
water-pollution control programs. A second grant is to assist in the 
cost of constructing waste-treatment facilities. 

A close w orking 1 relationship between the Public Health Service and 
the States has been evolved over the years. Both the Public Health 
Service and the several States have sought and nourished this rela- 
tionship. We recognize it as essential and have considerable pride 
in it. 

Having participated in this partnership effort both as State health 
officer of Indiana and as an official of the Public Health Service, I be- 
lieve we have achieved and maintained a productive Federal-State 
partnership that has demonstrated its value repeatedly over the years 
in terms of better health protection for the American people. 

Annually and more often, as necessary, the State and Territorial 
health officers, the State mental health officials, the State hospital au- 
thorities, and the State water pollution control authorities meet with 
the Surgeon General of the Public Health Service to discuss problems 
and proposed courses of action. 

They consider and make recommendations on Public Health Service 
policy and regulations pertaining to grants to States. They advise 
the Surgeon General and recommend action that the Public Health 
Service should take in all areas affecting Federal-State relations. 

Between meetings of these officials, the Public Health Service works 
closely with numerous committees of the State health officials and 
seeks their advice and concurrence on all significant matters of mutual 
concern. State and local health officials are prominent among mem- 
bers of committees established to advise the Public Health Service in 
the development of plans for Federal action. 

For example, chronic disease and accident prevention, are more re- 
cent activities in which State officers are members of very important 
health groups. 
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The responses from State and local government officials to the ques- 
tionnaire which your committee distributed some time ago and the 
testimony given in your recent regional hearings bear evidence, I be- 
lieve, of the high degree of acceptance of the relationship between 
the Public Health Service and the States. They also demonstrate the 
effectiveness of this type of of joint planning in increasing the effi- 
ciency of our grant program. 

The recommendations of the Kestnbaum Commission on Intergov- 
ernmental Relations parallel closely our present and long-standing 
operating policies and our concept of the appropriate role of the Na- 
tional Government with respect to public health. This was contained 
in the following succinct statement on page 250 of the Commission’s 
report: 

ALLOCATION OF RESPONSIBILITIES 


It is clear that there is a vital interest at all levels of government in provid- 
ing adequate public health services and facilities. The Commission believes 
that the primary responsibility for providing such services and facilities (other 
than those of an international or interstate character) should remain with the 
States and their subdivisions. The Commission also believes that the National 
Government should continue to play an active role in this expanding field. It 


should be continually alert to opportunities for raising the level of health stand- 
ards and services. 


Contributions of the National Government properly include research, dis- 
semination of information, and promotion of minimum standards of service. 
Federal financial assistance may properly include: temporary grants-in-aid to 
encourage State and local action, especially with respect to urgent health prob- 
lems (for example, grants for tuberculosis control) ; and assistance of a more 
general or continuing nature to help maintain State health services at levels 
deemed necessary in the national interest (for example, grants for general 
health services and general health research). 

The action taken with respect to the specific recommendations of 
the Commission is indicative of the extent to which the findings of the 
Commission are reflected in the long-term philosophy of the Public 
Health Service. The hospital and medical facilities construction pro- 
gram was extended until June 30, 1959, by the 84th Congress, and 
legislative recommendations for further continuation of this program 
are now nearing completion. 

The recommended use of Federal grant funds for the training of 
public health personnel was carried forward by the enactment of title 
I of the Health Amendments Act of 1956. This program has made it 
possible to increase the number of professional health personnel re- 
ceiving graduate and specialized public health training. Enactment 
of the Federal Water Pollution Control Act in 1956 was consistent 
with the recommendation that the Federal Government provide tech- 
nical and financial assistance to State and interstate water pollution 
control agencies and that study be given to the desirability of Federal 
financial assistance, for a limited time, to cooperative programs for 
the construction of pollution abatement facilities. 

There is a vast accumulation of evidence of the accomplishments 
in public health achieved through public health programs financed in 
part by Federal grants-in-aid. A few examples will serve to illus- 
trate these accomplishments. 

One example of the achievements that have been accomplished 
through grants-in-aid is in the hospital construction grant program 
which has been in effect for 10 years. As of December 31, 1957, $957 

32370—59——14 





204 FEDERAL-STATE-LOCAL RELATIONS 


million in Federal funds has been matched by over $2 billion of State 
and local funds. Nearly 2,500 of the projects to which funds have 
been allotted have been completed, are in operation, and are serving 
their communities. Over 900 projects are under construction and the 
remaining projects are in the preconstruction stages. 

Completion of these projects will add 161,200 hospital and nursing 
home beds and 686 new public health centers, and will result in the 
construction, expansion, or remodeling of 153 diagnostic or treatment 
centers and 66 rehabilitation facilities. 

In addition to the more tangible measures of accomplishment, the 
Hill-Burton program has made many other significant contributions. 
First, the scattered and varied efforts in planning of medical facilities 
were, upon activation of the Hill-Burton program, replaced by sys- 
tematic surveys and inventories of existing facilities and orderly long- 
range planning of needed facilities in each of the States and Terri- 
tories. 

Secondly, the increased availability of modern facilities in rural 
areas has had a marked effect in inducing physicians and other pro- 
fessional hospital personnel to practice in rural areas. 

Thirdly, the architectural and construction standards developed 
under the program have made a significant contribution in improving 
the physical and functional design of hospitals and medical facilities 
throughout the Nation. These standards have also been copied for 
use in many foreign countries. 

Fourth, the Hill-Burton program led to the adoption by States of 
standards of maintenance and operation for hospitals aided under the 
program. In addition, all States have adopted programs of licensure 
for nursing homes, and all States, except three, have licensure pro- 
grams for hospitals. As a result, there has been a general upgrading 
of standards of maintenance and operation required of medical facil- 
ities throughout the country. 

Another example of accomplishments through joint Federal-State 
activity is in the field of water pollution control. 

The Federal Water Pollution Control Act passed in 1956 included 
a number of provisions for the prevention and control of water pollu- 
tion. These include the development of comprehensive programs for 
water pollution control; research and training services in the preven- 
tion and control of water pollution ; provision of technical and financial 
assistance to States in the improvement and extension of their control 
activities; Federal enforcement provisions; and grants for the con- 
struction of waste treatment facilities. 

Since the act has been in effect, the results of this Federal-State- 
local cooperative program have included the following: 

1. Expanded research and training programs. 

2. Increased State appropriations for water pollution control pro- 
gram planning and operation. 

3. Enforcement actions resulting in scheduling of remedial facility 
construction estimated to cost $400 million. 

4. Approval of 966 construction grant projects estimated to cost 
approximately $375 million and involving approximately $80 million 
in Federal grant funds. 

The most recent test of the effectiveness of good Federal-State rela- 
tions and of the action of the Public Health Service to increase the ef- 
fectiveness of the grant program involved the use by the States of the 
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$3 million increase in general health funds for the fiscal year 1958, 
granted by the Congress. 

This increase was requested and justified for use by the States to 
develop and initiate new program services and to extend and improve 
their existing services. Special emphasis was placed on the need for 
the funds to provide new and more adequate health programs for 
chronic-disease control and aging. 

When the increased funds were appropriated, the Surgeon General, 
after securing the endorsement of the executive committee of the Asso- 
ciation of State and Territorial Health Officers, wrote to each State 
health officer pointing out the nationwide need for new program 
services to meet modern-day health problems and urging them to 
direct the increased funds especially into chronic disease and aging 
programs. The Public Health Service regional office staff also gave 
special emphasis to these needs in assisting the States to develop 
their 1958 plans. 

As a result of these efforts, almost every State (48 out of 54 juris- 
dictions) is using a substantial part of these increased funds this year 
to initiate and expand programs in the field of chronic disease and 
aging. ‘These programs include diabetes control services in 16 States, 
nursing home services in 22 States, glaucoma programs in 6 States, 
and home nursing services in 13 States. 

In addition, States are also using these increased funds for a num- 
ber of other important new program developments and improve- 
ments. These include accident prevention programs in 4 States, new 
laboratory services in 3 States, occupational health services in 8 
States, radiological health services in 11 States, new local health 
departments or personnel in 14 States, and increased training activi- 
ties in 10 States. 

A few specific examples of new activities made possible by the 
additional funds and developed in consultation with the Public Health 
Service, will serve to illustrate what can be accomplished by the 
States with grants-in-aid accompanied by effective Federal-State co- 
operation. In several States, training courses for physicians and 
nurses are being given periodically on rehabilitation of the disabled 
and elderly. 

In a number of States, training is being provided for physicians 
in the detection of glaucoma and the use of glaucoma screening instru- 
ments. Diabetes detection clinics have been set up in several States. 
These State-operated, grant-supported clinics will take blood tests of 
the general public, and the local health departments will follow up 
the findings and insure that the diabetics receive proper care. 

For those able to pay for their care, this involves transmitting the 
test findings to a private physician of the patient’s choosing. Neces- 
sary treatment plans are also worked out for the medically indigent 
through local health and welfare resources. 

In one State, nurses are being assigned for 1 or 2 years to several 
rural areas to demonstrate to the local people the value of a home 
nursing service. During the period of the demonstration the com- 
munity will determine whether to appropriate funds to continue the 


service after the grant-supported State nurse is rotated to another 
county. 
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A number of States have established well-oldster clinics where older 

persons can receive examinations for such common ailments of old 
age as cardiovascular renal disease, hypertension, diabetes, obesity 
or malnutrition, glaucoma, chest pathology, and mental aberration. 

Along with such case finding programs, State and local health 
departments are developing programs for the provision of medical 
care and social services in cooperation with other community agencies. 

The stimulatory effect of Federal public health grants upon State 
and local financial support of programs has been clearly demonstrated. 
Between 1947 and 1956 State and local expenditures for community 
health services have increased from approximately $100 million to 
$310 million. Whereas Federal grant funds constituted about 32 
percent of the total expenditures for these services in 1947 , they made 
up about 14 percent of the total cost in 1956. 

I may insert here, this was especially well illustrated in the com- 
munity mental health activities. In 1948, Dr. Felix tells me, the 
Congress appropriated $3 million for community mental health ac- 
tivities, and at that time the States were spending about 2.6 million. 

Now, 10 years later, the Federal appropriation has increased by 1 
million, up to a total of 4 million. The States have increased their 
appropriation to $50 million for community mental health. 

I must say I am sure that the Federal funds did not create all of 
that stimulation during that period, but I think it had a great deal 
to do with it. 

Following the institution of a Federal grant-in-aid program, there 
is almost alw ays increased activity in State and local health depart- 
ments and a general public awakening of concern about the problem. 
As the public becomes informed of the nature and extent of the prob- 
lem, additional interest in providing State and local appropriations 
is generated and the effort to meet the problem is increased. 

Two examples will suffice to point out this result of a grant-in-aid 
program. In the 2 years following the advent of the tuberculosis 
control grant program, more than 1, 000 full-time tuberculosis work- 
ers were added to the staff of the State health departments and the 
number of full-time tuberculosis medical officers in State health de- 
partments increased from 21 to 44. 

In 1946, 1 year before the mental health grant became available, 
there were only 7 States in which there was a formal community 
mental-health program. Ten years later, there were formal programs 
in all States. 

Before concluding my statement today, I should like to emphasize 
one further point. Public-health programs must be dynamic if they 
are to provide adequate preventive health services. Most problems 
are reduced in magnitude as the result of the concerted efforts of pre- 
ventive medicine. Frequently, the gains which have been made can 
be maintained, however, only by continuing control measures to pre- 
vent the pr oblem from arising again. 

We can also be certain that new health problems will develop and 
that new knowledge will become increasingly available with which 
to overcome these problems. In public health, we must continuously 
be alert to these new problems and opportunities. We must translate 
research findings into community practice as rapidly as possible if 
the American public is to receive the best possible preventive health 
protection. 
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Accomplishment of this goal will require the continuation and 
strengthening of the Federal-State-local partnership in public health, 
the reorientation of our programs to new program activity, and the 
preservation of the success already achieved. 

Mr. Fountain. Thank you very much, Dr. Burney, for a very 
informative statement. 

Dr. Burney. Thank you, sir. 

Mr. Fountarn. During the course of our regional hearings, some 
State officials expressed a preference for a single block grant for all 
health purposes in lieu of the existing categorical grants. It has been 
suggested, also, that such a block grant might be patterned along the 
lines of the Hill- Burton formula. 

What is your opinion as to the desirability of this approach? 

Dr. Burney. Mr. Chairman, when I was president of the State 
and Territorial health officers, I believe we presented that viewpoint to 
the Public Health Service at the time, and I still think it has merit. 
I think also that there are other aspects to the situation. 

Let me say that I believe the administration of the categorical grants 
has undoubtedly done more to stimulate activity in a specific area than 
adding to a general grant. 

I noted in my prepared text here the result of this $3 million of 
general health grants followed up by a specific letter from me, plus 
the intent of Congress in the hearings as to how they would like to 
see this used, plus the consultation from our regional officers. 

But in the deetubenie-ecitel program, in our venereal disease, in 
our mental health, and in our cancer-control programs, there is no 
question in my mind that you receive a greater stimulation of the 
States and localities from a categorical grant. If those grants are 
administered with a degree of reasonableness, Mr. Chairman, and 
knowledge of the State programs, there are not the difficulties of 
management that might be envisioned if there was not such a reason- 
ableness in administration. 

There are advantages, I recognize from my own experiences as a 
State health officer, to general health grants. I think there are some 
practical problems, and frankly, I think the administrative manage- 
ment practices followed by us in working with the States has mini- 
mized the difficulties that might have occurred with the categorical, 
as contrasted with the general health grant. 

Mr. Fountatrn. If the block grant were adopted would you have 
greater difficulty in explaining the purpose for which the funds would 
be used when you appeared before congressional committees ? 

Dr. Burney. We certainly would, Mr. Chairman. We have always 
found it is difficult to dramatize general health grants. Dr. Price can 
tell you that, because he has to justify those before our committees. It 
is difficult to justify it before our own family. You talk about adding 
more engineers, more nurses, more sanitarians, to provide more services, 
with the understanding they can do more work in the radiological 
health, and more work with the aged. But that is not nearly as 
dramatic or specific as saying that with cancer money you can set up a 
cytology clinic to examine so many million women for cancer, and 
similar purposes. 

Mr. Fountar1n. The subcommittee has heard considerable criticism 
of the use of special-purpose grants within functional fields, particu- 
larly in connection with public-health services. 
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Of course, we in the Congress are better able to appreciate the legis- 
lative reasons for setting up special categories than maybe State and 
local officials who must administer these programs. Nevertheless, I 
am greatly impressed by the arguments that have been made for 
greater flexibility in the handling of Federal grants for public-health 
services. 

Would you give us the benefit of your thinking on os question of 
earmarking Federal grants in the public-health program? 

Dr. Burney. Am I to understand you are talk king there about our 
categorical grants ? 

Mr. Founrarn. Yes. 

Dr. Burney. Let me say, philosophically, that I think there is no 
question but what a categorical grant does more to get things started 
within a State than a block grant would. Then, again, I believe most 
State health officers would admit that categorica Tones have been 
managed with an understanding of their problems and, also, the rela- 
tionships with other aspects of their program. 

What I am thinking about there is in tuberculosis control. We 
recognize the State laboratory has an important role in tuberculosis 
or that a county nurse has an active part in tuberculosis, so we have 
always gone along with these funds being put into the laboratory, 
into the county nurse, for example, or into other activities. 

Mr. Fountain. Of course, you can transfer within a given category. 

Dr. Burney. Yes, sir. Philosophically, and in principle, of course, 
it would be better after a stimulatory categorical grant has been in 
operation for a few years to move that over to a block grant. That, 
to my mind, has not happened. Dr. Price may correct me on that. 

And, again, it goes ba ck to just the practicalities. Our congres- 
sional committees are much more interested in some of these particular 
activities. When they appropriate money for cancer or mental health 
or tuberculosis, they would like to be able to have a report at the end 
of the year, and very reasonably so, that so much has been done in 
tuberculosis, in setting up cytology clinics, or many other sorts of 
things. 

So, I think there is some sound reasoning back of the State health 
officer’s comments. I say I agreed with that principle when I was a 
State health officer. I think the answer, Mr. Chairman, to the prac- 
ticalities, as well as the principles, is the type of management and 
rapport between the granting agency and the recipient agency. If 
that is done properly, ‘[ don’t think there will be too many difficulties. 

Mr. Fountarn. Quite a number of the State officials who appeared 
before this subcommittee favored the idea of retaining the separate 
health grants, but endorsed the idea of permitting transfer of a portion 
of allotted funds between categories when this would be advantageous 
in view of a State’s local conditions. 

What do you think of this approach ? 

Dr. Burney. If we could do that, and still be able to carry out both 
the appropriation language as well as the appropriation testimony 
as to how these funds would be used, I would see no objection to it. 

In other words, here are some heart-disease-control funds, and this 
State is not prepared to use all of those funds entirely in that partic- 
ular area, but could use, say, 10 percent of it in some other area. If 
we could, as I say, carry out the intent of the appropriation language, 
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and the testimony given in the appropriation hearings, I personally 
would see no objection to it. 

I would like to ask Dr. Price or Mr. Kimble here. They may know 
some management difficulties involved. 

Mr. Kiaxe. I don’t think there are any particular management 
difficulties, Mr. Chairman. I think it is safe to say, however, that, at 
the financial level at which our categorical grants exist at the present 
time, and the distribution of those funds through the formula to the 
States, it is seldom that you find a State that has more money than 
the nature and extent of the problem in that particular disease cate- 
gory warrants. 

Mr. Founratn. You probably wouldn’t have many such cases, al- 
though I assume, from the testimony which we received, that there are 
situations where State officers feel they need the funds more for other 
eee than for the particular category, and that the funds might 

used to better advantage if transferred. 

Mr. Gotppera. Two categories which some State officials specifically 
mentioned as health areas in which they have little need for funds, but 
could use grants to much greater advantage in other categories, were 
venereal disease and tuberculosis. I wonder if you could enlighten 
us as to whether any States aren’t able to use their entire allotment for 
these purposes ? 

Mr. Kimepie. May I answer that ? 

Dr. Burney. Yes. 

Mr. Kruste. In these two programs, the answer to that is “No.” 
In the first place, our venereal-disease grants at the present time are all 
made on the basis of special projects, rather than distributed on a 


formula basis, so the funds go only to those States in which there is a 
particularly high or severe problem in conection with venereal-disease 
control and on the basis of a specific project that justifies a given 
amount of money. I believe all of the States are using their money in 
tuberculosis control. 

Mr. Fountrarn. I am sure they all use the money, if they can get it. 
However, if they had the oe of transfer, I wonder if they 


wouldn’t tend to reduce some expenditures for purposes which may not 
be very essential? I think what some of the State officials had in mind 
is that they wouldn’t be spending some of these funds, say, in tuber- 
culosis, because of the extent to which we have made progress in 
eradicating tuberculosis. 

Dr. Burney. The grant for tuberculosis has decreased tremendously, 
as you know. Our present funds amount to $4,500,000, and it is true 
that tremendous progress has ben made in the treatment, and even the 
prevention, of tuberculosis. On the other hand, the shortening of hos- 
pital and sanitorium care has placed an even greater burden on the 
city-county health departments, to see that these people who are being 
treated on an ambulatory basis are not infectious or do not carry their 
infection to other members of the family, and being sure they take their 
care, and that sort of thing. So, it saves money on hospitalization, 
but it also throws this additional burden there. 

Mr. Fountain. It is not a very large percentage of the total picture. 

Dr. Burney. It is very small. 

Mr. Founrarn. [ still get correspondence—not much, but perhaps 
I have 8 or 10 letters—from people interested in this particular pro- 
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gram and who think we have cut down too much on tuberculosis 
expenditures. 

Dr. Price. This point with respect to the increasing cost of the care 
of patients who have been discharged from the hospital early due to 
modern therapeutic methods was very well made in testimony before 
the Appropriations Committee within the past month, in connection 
with the appropriation for the tuberculosis program. Testimony 
from the State and Territorial health officers pointed out that the cost 
of followup and assuring proper outpatient treatment for these in- 
dividuals has increased greatly. 

Mr. Kiuetez. This has particular relevance, I think, Mr. Chairman, 
in our tuberculosis grants, because our grant funds that Congress 
makes available are not available for use by the States in their hos- 
pitalization program, and that is where the area of greatest saving has 
come about in recent years, so they have not been able to take much 
advantage of those savings in relation to their use of their grant 
moneys. 

Mr. Gotpserc. Dr. Burney has testified he would favor the adop- 
tion of a provision for transfer of a small percentage of grants from 
one category to another. It would be most helpful to us and for our 
record if you could indicate whether you think this would be desirable 
and whether it would serve any useful purpose from the standpoint 
of the Public Health Service. 

We have already heard from a number of State health officers who 
seem to be quite firmly for this kind of legislation. 

Mr. Fountarn. I expect the basic objection to going to block grants 
might be the same objection posed with respect to transfers, although 
I believe that could be worked out. It is the fear that when you go to 
a block grant the Congress may start cutting and the funds will not 
be adequate for some of these specific programs. If the facts should 
show that the States need this authority, I believe the Congress would 
look with favor upon a procedure which would enable the States to 
use their funds to the greatest advantage and to eliminate expenditures 
in those fields where they are not needed as badly as they are in others. 

Dr. Burney. You see, aside from venereal-disease grants, which 
are a project grant used largely in federally impacted areas, and 
tuberculosis-control grants where we have $414 million, you have 
mental-health grants with $4 million, divided among the State 
jurisdictions. You have cancer-control grants, which are about $214 
million. In water-pollution grants, we have, I think it is, $3 million 
at the present time. 

Mr. Kimete. Three million. 

Dr. Burney. In my own State of Indiana, a million dollars in 
grants means $17,000. In mental health, that is 4 times 17, or $68,000. 
I am sure the mental-health problems in Indiana could use $68,000, 
and I would find trouble in justifying to our congressional committee 
why Indiana could not spend $68,000. The same would be true in 
cancer-control programs. 

So, I don’t believe, Mr. Chairman, at the present time, these cate- 
gorical grants are large enough to make this a very serious problem. 
Now, you might say, if Indiana got $68,000 in mental health, that 
they could transfer 10 percent of that, which would be $6,800, to what ? 
They might have some other problem of greater concern, but I would 
rather doubt it. 
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Mr. Fountarn. You would have to have certain safeguards to be 
sure some State which doesn’t have an adequate interest in a certain 
field would not use those funds for one program to the detriment of 
another program. 

Dr. Price. Mr. Chairman, I find it very difficult to believe this lack 
of flexibility can be a very important problem, for this reason: The 
amount of Federal funds going into each of these categorical programs 
in relation to the amount of State and local funds is very small, and a 
smaller percentage of the Federal funds available for transfer would 
be an exceedingly small number of dollars. The States, it seems to 
me, already have a much greater element of flexibility in the facility 
with which they can transfer even larger sums of money within their 
own State funds from purpose to ——_ 

Mr. Founratn. That point was brought to the attention of Mr. 
Coltrain, the budget officer for North Carolina, when he testified before 
our committee with respect to transferring Federal grants for voca- 
tional education. It was brought out in the hearing that, since Fed- 
eral funds constitute a small part of total program expenditures, this 
objective could be accomplished more easily by a transfer of State 
funds. 

Mr. Gotpserc. The Federal funds were being overmatched in every 
category in that situation. With respect to public-health grants, I 
would like to ask whether there are States that do not use their full 
allotment in any of the categories at the present time. 

Mr. Kimsie. Yes; there are. 

Mr. Gotpserc. In mental health? 

Mr. Kimsue. Mental health, cancer, and heart. 

Mr. Goxpsere. Are you able to reallocate any of the unused funds 
among the other States? 

Mr. Kimsie. No, sir. 

Mr. Gotppera. They lapse ? 

Mr. Kimste. They lapse; yes. We allot twice a year, and we are 
able to recoup those funds which are not taken up in the first 6-month 
allotment. We allot them in the second 6 months, but at the end of 
the fiscal year those funds are lapsed into the Federal Treasury. 

Mr. Gotpserc. Thinking of the particular States that are not using 
their full Federal allotment for each of these categories, is it your 
judgment that they are not taking the funds because they don’t have a 
sufficient interest in the problem, or is it, rather, that the problem in 
those States is not as big as the Federal allotment? 

Dr. Burney. It isn’t the latter, I don’t believe. I think there are a 
number of factors. One is the shortage of trained personnel to put on 
programs. For example, you would like to start a heart program in 
the State, but cannot locate the necessary qualified personnel. We have 
found in all of our categorical programs that, to try to split responsi- 
bilities and give somebody 2 or 3 programs to operate, then you don’t 
get any of them off the ground as well as if you had a person whose 
sole responsibility is this particular activity. Many of the States just 
don’t have the personnel to spread into these other areas. 

Then there are some problems in working out projects within a State 
and within communities within a State with the local health depart- 
ments, and with the other groups that are concerned, and that takes 
a little bit of time. I would like to ask Mr. Kimble whether we have 
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as much lapsed funds in these categories now as we did 2 or 3 years 
ago? 

er. Kriupsiz. Oh, no. I think, Dr. Burney, one of the principal 
reasons—and this may be an evidence rather than the reason—is the 
lack of available funds to match. This is true in relatively few States 
that Iam talking about now. Half a dozen States, perhaps, is all that 
we are talking about here in terms of States that don’t use their full 
allotments. 

There is only one State that doesn’t use any of the money in one 
category, and that is cancer-control program in New Hampshire, 
which just does not have a program, and does not ask for any money, 

The rest of them all use some of the money. They use it to the 
maximum extent that their matching funds will permit them to use it. 

Mr. Founrarn. Which States do not use the maximum Federal 
funds? 

Mr. Kiutz. I don’t have that information with me, Mr. Chairman. 
We could supply it. 

Mr. Fountain. We would appreciate it. 

(The information requested is as follows :) 


Unpaid grant-in-aid allotment balances, fiscal year 1957 
GENERAL HEALTH 


$26, 426 | Wisconsin $1, 841 


HEART DISEASE 


$18, 430 
6, 039 7, 775 
12, 291 5, 622 
6, 927 | Virginia 20, 257 
15,520 | West Virginia 3, 303 
Wisconsin 11, 792 
Nevada 7 | Wyoming 
New Hampshire 3, 6541 Puerto Rico 


TUBERCULOSIS CONTROL 


Nebraska $3, 079 | Wyoming 
New Hampshire 6, 761 | Puerto Rico 
South Dakota 


MENTAL HEALTH 


Arizona $1, 038 
a cslrntlaas 14, 021 
Indiana 22, 896 


CANCER CONTROL 


Nevada $2, 439 | Pennsylvania 
New Hampshire 4,300 | West Virginia 
Ue I sincere 10 | Wyoming 
Oregon 2, 600 | Alaska 


Mr. Gotpserc. I would like to pose a hypothetical question with 
respect to the possible reasoning of State health officers who favor a 
transfer provision. 

In your judgment, might it be that the health officer feels his State 
is not getting its fair share of Federal funds under the present cate- 





0 
re 
22 
7 
3 
2 


26 


57 
D6 


FEDERAL-STATE-LOCAL RELATIONS 213 


gorical arrangement, and that if he had the privilege of transferring a 
portion of the grant from a category in which, for one reason or an- 
other, they are not able to use the full allotment, this would provide 
some Federal money that could be used as a substitute for State and 
local money in another category? In such a case, the result, of course, 
would be the same amount of public health work in the State, but with 
more Federal funds and a lesser use of State and local funds. Does 
this sound like a reasonable possibility ? 

Mr. Kimpte. I think this would be a relatively minor consideration. 
I think it would not be a major factor. 

Mr. Gotpserc. Have you had any pressure or interest from State 
health officers for the adoption of this kind of arrangement? 

Dr. Burney. Not in the last few years. I believe I am correct. 
About 6 or 7 years ago there was a very strong feeling among many 
State health officers, and in fact as I say we passed a resolution, I 
believe, at the time, requesting that these block grants be given. 

Mr. Gotpserc. For block grants, not for the privilege of transfer- 
ring portions of funds between categories ? 

Dr. Burney. I am not sure, but what that was also a part of the 
general resolution. 

Mr. Kier. It was part of the background for it, anyway. 

Dr. Burney. But that feeling ha s become minimized in the last few 
years, possibly because the States now, with few exceptions, are able 
to use their heart or mental or cancer funds, plus the fact that these 
aren’t very large totals for any particular State, whereas back several 
years we were talking about many millions of dollars in tuberculosis, 
many millions of dollars in venereal disease control. 

Mr. Founrarn. Doctor, it has been said that State and local budget- 
ing for health purposes is made difficult by uncertainties concerning 
the amounts Congress will appropriate from year to year. 

In your judgment, would public-health administration be signifi- 
cantly strengthened if the Congress were to appropriate health funds 
for 2 years at a time? 

Dr. Burney. I could give an administrator’s viewpoint on it, but 
I would like for Mr. Kimble to give his viewpoint from a budget 
officer’s standpoint, because he is more qualified. 

You have the same problem with States, with the legislatures meet- 
ing in the States only every 2 years, so you get the appropriation for 
that period of time. 

Mr. Fountatn. I think that is one of the reasons, because the State 
legislatures do meet every 2 years. 

Dr. Burney. It would probably be a little help, yes. I think from 
my own experience, it would be of particular help if the final appro- 
priation could be made available or the amount known at least before 
July 1 instead of waiting right up until the end of the fiscal year, and 
sometimes even beyond the end. I think actually that would be more 
important than the other. 

Seriously, other than that one factor, I don’t think it would mean 
very much, sir. The Congress has always been interested in health, 
and has been fairly consistent in providing funds for these purposes. 

Mr. Fountatn. In other words, you don’t feel an annual appro- 
priation has impeded or weakened State and local health programs? 

Dr. Burney. I do not believe so, Mr. Chairman, but I would be glad 
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to have Mr. Kimble present his frank comments primarily from the 
budget management viewpoint. 

Mr. Kimstz. This is one of the things we hear most about in our 
discussions. I have been in the past few weeks meeting with quite a 
few State health department people, in meetings around the country, 
and this is the period in which this question gets raised because they 
don’t know what their fund availability is going to be. 

I always tell them that we are faced with the same problem with 
respect to our own operations within the Public Health Service. We 
don’t know now what our funds are going to be for next year. We 
recognize that this is a problem in our own internal administration, 
and we recognize it is a problem with them. 

With Federal grant-in-aid funds constituting generally as small a 
proportion of total expenditures as they do at the present time, I don’t 
think it is a matter of grave seriousness. It would, without question, 
be a convenience, I think, and would facilitate in some respects ad- 
vanced planning in public health if the appropriations could be made 
a year in advance. I think this could be said about almost all of our 
programs, whether they are grant-aided, or our own direct operations. 

Mr. Fountarn. Of course, the Appropriations Committee guards 
very jealously its right to act on an annual basis. In the absence of 
some very serious reasons for changing to a 2-year appropriation, you 
would probably have difficulty getting it done that way. 

Dr. Burney. I don’t believe, Mr. Chairman, it is a very serious mat- 
ter. As Mr. Kimble said, it might be convenient and a little helpful, 
but I never found it an extremely serious one. The most serious one 
was not knowing what the appropriation was going to be until after 
July 1, sometimes. 

Mr. Founrarn. I understand that. 

The section in your Department’s 1957 annual report dealing with 
the health facilities construction program was brought to my atten- 
tion by the staff. I want to read a paragraph of that report which 
summarizes the hospital situation, and I quote: 

The deficit of hospital beds is still reported by the States as more than 800,000 
beds, although in 11 years projects have been approved through this program 
which will provide 152,593 beds, and an even greater amount of hospital con- 
struction has been completed without Federal aid. The need for hospital beds 
is accentuated by a population increase which now exceeds 3 million annually. 
Also, large numbers of hospitals that have been in use for many years are be- 
coming obsolete and in need of modernization to meet present standards. 

Dr. Burney, I wonde: if you would comment on what future actions 
you believe will be required of the Federal Government to help meet 
our hospital needs? 

Dr. Burney. There are a number of facets to this problem, Mr. 
Chairman, as I am sure you well appreciate from your interest and 
concern with the problem in North Carolina, where you have a very 
excellent hospital program. 

It is estimated that there is an obsolescence rate of about 2 percent 
a year on hospital beds. This, together with the dramatic growth of 
our population, just on numbers alone, is why we aren’t catching 
up as rapidly as we should with the needs. 

The later figure that you have there is that there has been com- 
pleted or will have been completed on projects underway, 161,200 
general hospital beds. 
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Now, that will meet about 75 percent of the total needs for general 
hospital beds, assuming that the present ratio of determining need 
isa rational one. There are some differences of opinion as to whether 
you need 414 beds per 1,000 population in this area, and 2% in this, 
or how you do determine actual bed needs. 

The 800,000 figure that is quoted there includes mental hospital 
beds as well as general hospital beds, and, of course, there have been 
some tremendous changes in the treatment of mental illness with 
tranquilizers, and shock therapy, and also with competent personnel 
in the institutions so that persons can be examined, diagnosed, treated, 
and gotten out of the hospital more quickly than just being kept there 
until they are beyond any remedial help. 

With general hospital beds, if I can restrict my comments to that, 
which I suspect is your interest here, there are a number of very 
serious problems. We have an aging population. We have about 
15 million people over 65 years of age now. It is estimated by 
1970, I believe, that we will have 21 million people over 65 years of 
age, and, of course, the older all of us become, the more likely we are 
to have illnesses and long-term illnesses and disabilities, requiring 
medical care and some hospitalization. 

Hospital beds on the average now, for general hospitals, cost about 
$17,600 a bed. That is just for construction and equipment. The 
question has been raised, can we continue to try and meet this, both 
the growth of the population, the obsolescence, the aging population, 
increase in chronic diseases, and aging disability, by just continuing 
building hospital beds, or should we try to find a more economical 
way to provide care for these persons who have long-term illness and 
disability, rather than having them spend all of their time in an 
acute general hospital ? 

For example, a doctor in a small county seat town in my own State 
of Indiana—the county seat of a county of about 35,000—has made 
a study of the patients over the last year or two in that hospital. 
As I recall, two-thirds of all the patients who required more than 30 
days of hospitalization were those over 65 years of age. They need 
more beds for acute care in that county. Many of these persons over 
65 do not need the kinds of care that is being give in this general 
hospital. What they are wondering is, if they can’t find a less ex- 
pensive facility which would still provide the type of nursing care 
and be close to the hospital, but not take up the expensive hospital 
needs. 

There are some demonstrations or pilot studies going on through- 
out the country—I shouldn’t say throughout, but in some areas of 
the country—to find a good way for patient care, as well as a more 
economical way to care for the present load as well as to anticipate 
what is going to be on us in the years to come. 

Some of that has gone toward what is called progressive hospital 
care, in which one part of the hospital does have more nurses, more 
technicians, more personnel to take care of these acutely ill patients. 

After a few days, some of the patients may be able to go to another 
area, where they can wash their face, go to the bathroom, and do not 
need quite as intensive care. Maybe a few days later they can go even 
to another part of the hospital or adjacent building where they can 
go to a cafeteria and dress themselves, and the cost of care in those 
varies considerably. 
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As I recall, it was $22 in one place, in the acute care; it is about $16 
in the semiacute care, and it was only $8 in the other type. 

That may not be the answer everywhere, but there are a number of 
communities that are experimenting with these various types of care. 
It is also linked up with the financing of the care as to whether some 
voluntary prepayment plans will take this into consideration. 

I don’t know whether I have confused the issue, Mr. Chairman, or 
not. But I would say we do not have a firm answer on this. We 
aren’t satisfied that the country can support a continued construction 
of general hospital beds, of the acute type, to meet all of these needs. 
I think we will have to find a way to meet some of these needs, through 
hospital facilities less expensive to build and less expensive to operate. 

Mr. Founrarn. I agree with you. I think we should meet the 
needs, but it seems to me construction is awfully expensive, particu- 
larly when you think in terms of these special types of cases which 
you mentioned. 

The following statement on water pollution control was made in the 


1956 report of the Department of Health, Education, and Welfare, 
and I quote: 


It has been estimated that current annual expenditures of approximately 
$230 million for municipal sewage treatment plant construction need to be 
doubled for each of the next 10 years to eliminate the existing backlog and 
provide for obsolescence and expected population growth. A study of muni- 
cipal pollution trends indicates that to attain a desired level of municipal sew- 
age control, by 1985 all municipal wastes will require secondary treatment, and 
present techniques will have reached the upper limits of practical treatment. 

Has this situation changed to any significant extent since the De- 
partment’s 1956 report ? 

Dr. Burney. In one significant way, I think, Mr. Chairman, it has 
changed in that, through the act passed by Congress in 1956, funds 
were granted for research in the problems of industrial waste and 
stream pollution—both research to be done at our sanitary engineering 
center in Cincinnati and an authority for contracting for research. 

Let me say, other than that, and the training of some people in this 
area, and the stepping up of some of the evaluation by the States 
themselves, which I mentioned in my report, of what are their needs, 
what can they expect in the years to come, and what do they need to 
move that, not too much has been done to meet this great need. 

The construction schedule has jumped up to $400 million. I be- 
lieve this year it will be $400 million. But here, again, we have to 
look at the growth of the population. We have about the same amount 
of water available to us. 

As I recall, there are 100 million people who use surface water for 
their drinking purposes. We have had industry doubled and tripled 
over the last few years, and I expect we will be becoming an even more 
industrial nation. Industry needs water. So will the 220 million 
people in 1970 need more water. Some of the waste products that 
go into water now are not just the organic wastes from humans, but 
it is more complex waste from the industrial concerns. We know how 
to treat the organic human waste pretty well at the present time, but 
we don’t know how to treat some of these industrial wastes and, actu- 
ally, we don’t know what happens to some of these industrial wastes 


when they get into the stream and combine with other things in the 
streams, and how toxic those are. 
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We do think, with the growth of the population, which means more 
water usage, and more stream pollution from human waste, plus the 
industrial population, that we, No. 1, are going to have to provide a 
greater degree of treatment to waste than ever before, because the 
streams won’t have time to purify themselves with primary treatment. 
No. 2, we are going to have to find ways to treat some of these indus- 
trial wastes before they get into the water and render them nonpol- 
lutable, such as we have recently done at Cincinnati. Pulp paper has 
always created a tremendous problem for us, and one of our scien- 
tists at Cincinnati recently discovered a fungus which will break 
down this pulp waste into fumeric acid, I believe it is, and this is a 
useful item and it is worth while to get this done. 

As I say, we have to build more sewage-treatment plants; we have 
to find better ways of treating these waste products, so, it means re- 
search ; it means more waste treatment, and getting more on top of the 
problem than we have been. 

Mr. Founrarn. I was impressed by your statement that since the 
passage of the Federal Water Pollution Act in 1956, you have ap- 
proved 966 construction-grant projects estimated to cost approxi- 
mately $375 million and involving approximately $80 million in Fed- 
eral grant funds. 

Dr. Burney. Yes, sir. 

Mr. Fountarn. Do you feel that the grant program instituted by 
Public Law 660 is having any considerable effect in improving what 
appears to be a serious water-pollution problem in this country ? 

Dr. Burney. I don’t think there is any question, Mr. Chairman, 
but what this $50 million a year, which provides, as you recall, for 
a maximum of $250,000, or 30 percent of the cost of the project, 
whichever is lesser, has had a stimulating effect on these local com- 
munities. I would not want to pass upon the political philosophy in 
this particular area, but I would say the need is there for waste- 
treatment plants, and I think this program has stimulated the con- 
struction of facilities that might not have otherwise been constructed. 
And it has been at a general average of 5 local dollars to 1 Federal 
dollar. 

Mr. Fountarn. Without expressing any opinion directly upon the 
political philosophy involved, on the basis of your experience with 
State and local governments and with private industry, what is your 
opinion as to whether or not the States, local government, and private 
organizations are able to do this job alone? 

Dr. Burney. I believe, Mr. Chairman, that the States could do 
more than they are doing at the present time to help the local com- 
munities. Here I am getting into a tax problem 

Mr. Fountarn. I think we all agree on that. 

Dr. Burney. That is not within my area. Industry is doing quite 
a bit of research in industrial waste, and also in treating their own 
waste, much more than they did a few years ago. There are only $5 
million of research funds, to the best of our knowledge, being used 
on research in water pollution. Half of that, or $214 million, is being 
done through industrial research. So, this is a rather small sum 
for research on such an important problem. But I think more ean 
be done by the States. I think more can be done by industry working 
cooperatively in this effort. 
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Mr. Founrarn. Let me ask this question: Without Federal aid, 
do you think they would do the job ? 

Dr. Burney. They won’t do it as rapidly as they are doing it with 
Federal aid. Unless we get a further understanding and support 
by all levels of government and all concerned of the real need for 
meeting this problem with a population of 220 million and an in- 
dustrial growth, we are not going to catch up with the backlog and 
then get on top of the situation. 

Mr. Fountain. You do feel it is a serious problem ? 

Dr. Burney. I feel it isa very serious problem, Mr. Chairman. 

Mr. Founratrn. Is it sufficiently serious as to be considered a national 
problem, in your opinion ? 

Dr. Burney. I think it very definitely is a national problem, al- 
though I concur fully with the statement in the act by the Congress 
that the primary responsibility rests with the States and localities. 
But I think we have problems of national leadership in this area, just 
as we have in others, in interstate problems, in research, and in train- 
ing, and providing technical assistance. I would be glad if Dr. Price 
would like to add anything to this. This comes under his particular 
bureau. 

Mr. Fountarn. Dr. Price, would you like to add anything? 

Dr. Price. I think there is a very rapidly growing concern over the 
problem of our surface waters to the point where, in a technical discus- 
sion a couple of days ago, I listened to an expert in this field discussing 
the relative costs of reclaiming used surface waters, sewage waters, 
and the costs of reclaiming fresh water from the sea. 

As you know, a great deal of attention is being given at the present 
time to saline-water conversion. We are coming to the point where 
the costs of reclaiming water from the two kinds of environment are 
narrowing rapidly. We are still in the position where it is much 
cheaper to get the water that we need by protecting our surface waters. 
The situation is rapidly growing worse, and I think we have absolutely 
no alternative but to place a great deal of emphasis on this field. 

Mr. Fountatn. Mr. Naughton just invited my attention to the fact 
that the Jones subcommittee is studying the saline-water situation. 

Dr. Goldberg. 

Mr. Gotpserc. Have your research efforts produced any results or 
new techniques that are likely to reduce the need for building waste- 
treatment facilities ? 

Dr. Burney. Dr. Price, would you answer that? 

Dr. Price. Well, I am not sure that I can answer it. I don’t have 
enough technical information on the subject, I believe, to give a 
specific answer. 

Mr. Gotpserc. Would you say that, as of this moment, the need 
for construction doesn’t appear to be mitigated by the fact that 
research is being carried on to cope with the pollution problem—that 
we have a construction problem nevertheless ? 

Dr. Price. I would say that is certainly true, quite without regard 
to the amount of research or the possible outcome of the research that 
is going on. 

Mr. Fountatn. And the fact that local governments, since the pass- 
age of the Water Pollution Act, have agreed to put up nearly $300 
million of their own funds indicates that they, themselves, think it is a 
pretty serious situation. 
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The National Institutes of Health administer large amounts of 
Federal funds for health research and training grants. While this 
is not, as I understand it, a grant program in the usual sense, I 
believe State and local institutions and agencies do receive a sub- 
stantial share of these funds; is that not true? 

Dr. Burney. Yes, sir. 

Mr. Founrarn. In awarding these research grants, do the National 
Institutes obtain information on the amounts‘of money grantees will 
spend on the approved projects, either from their own or from institu- 
tional sources ¢ 

Dr. Burney. I can answer that, but Dr. Price, before coming to the 
Surgeon General’s Office, was head of the Division. I think he can 
answer it much better than I can. 

Mr. Fountarn. Dr. Price. 

Dr. Price. Yes, sir. Each application for a research project asks 
information as to other sources of support, including support from the 
individual’s own institution, as well as support from other Government 
agencies or private sources of support such as foundations, so that in 
making an award there is fairly full knowledge concerning the total 
support for the project. 

Mr. Gotpsera. Are these data—that is, the amounts being spent out 
of non-Federal sources—collected and compiled at the National Insti- 
tutes ¢ 

Dr. Price. They are collected; yes, sir. I am not sure to what 
extent they are compiled currently. 

Mr. Gotpserc. Would this be a relatively recent development? I 
ask this because, when we were compiling the Federal agency replies to 
our questionnaire, we asked the Department for that particular infor- 
mation, and I, personally, was told the information did not exist. 
That was in 1956. 

Dr. Price. The information which exists is information which is 
obtained at the time the project is being requested, and it indicates the 
sources of support forthe program, I think that accurate information 
on this could only be obtained by an audit procedure, and, so far as I 
know, there has never been any attempt on the part of the Public 
Health Service to plot it back in terms of expenditures of other than its 
own grant funds. I think there is no exact information. This is 
probably the basis for the reply which you obtained. 

Mr. Gotpperc. Would you say the Public Health Service has a fairly 
good estimate of the amount of non-Federal money that is spent in 
connection with the grant projects supported by the National Insti- 
tutes ? 

Dr. Price. In relation to those specific projects, I would think they 
would have a fair idea. Again, as I say, it would be, I think, an 
estimate related to what the applicant indicated at the time he 
requested his support as to the other sources of support which he had. 

Mr. Goipserc. When we were trying to collect data along these lines 
in 1956, the question arose whether any agency of the Federal Gov- 
ernment had the responsibility of collecting statistics on the amounts 
spent for health research activities from State, local and private or- 
ganization funds. I remember checking this out, both with the 
National Institutes and the National Science Foundation, and, as a 
result of those inquiries, we felt that it would be desirable, for pur- 


323570—59——-15 








220 FEDERAL-STATE-LOCAL RELATIONS 


poses of program planning and for helping to determine the proper 
role of the Federal Government in this area in the future, for some 
Federal agency to undertake that responsibility. 

We thought you might like to comment on whether or not the Pub- 
lic Health Service, perhaps i in cooperation with the National Science 
Foundation, might conveniently perform this data-collecting and 
clearinghouse function, since you do have an opportunity, as a by- 
product of your own grant operations, to ascertain, at least in rough 
figures, what your grantees are spending from other sources for the 
conduct of those projects. 

Dr. Burney. I suspect, Dr. Goldberg, since 1956 we do have some 
better figures than we were able to give you at that time, because we 
have been making some studies of ‘the impact of our own research- 
grant programs on medical and biological research throughout the 
country. 

We have some figures now which would indicate that about $330 
million are spent in 1 this country from all sources on medical and bio- 
logic research. This includes not only our grant program, but what 
the pharmaceutical industry is expending—as I recall, it is a little 
over $100 million—plus that which is expended by the Atomic En- 
ergy Commission on medical and biologic research, I believe. Am 
I right i in that, Dr. Price? 

Dr. Price. I donot recall. I have not seen those figures. 

Dr. Burney. I would like, Mr. Chairman, if you are interested in 
this, to be able to submit this for the record. 

Mr. Founrarn. We would like for you to do that. We realize 
it may not be prepared now. 

Dr. Burney. We have much more up-to-date information on this 
because we are distributing a large part of the medical and biological 
research funds. 

Mr. GotpBerc. We are interested in knowing what data along these 
lines the Public Health Service does collect at the present time, and 
whether, in your judgment, it would be feasible for the Public Health 
Service, perhaps in conjunction with the National Science Founda- 
tion or some other agency of the Federal Government, to do a more 
comprehensive job of making available information of this type. 

Dr. Burney. We will consider that. I have the impression—I 
will confirm this in my submission to you—this $330 million is a 
pretty hard figure as to what is actually being spent in this country 
at this time, on medical and biologic “research, by all groups con- 
cerned, including the pharmaceutical industry. 

(The information requested is as follows :) 


RESPONSIBILITY FOR ANALYSIS OF THE NATION’S TOTAL MEDICAL RESEARCH 
RESOURCES 


The need for the development of continuing, systematic data on all aspects 
of the Nation’s resources devoted to medical research effort has long been recog- 
nized. Noting that the programs of the National Institutes of Health now 
comprise a significant part of these resources, the Senate Appropriations Com- 
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mittee, in its report on the 1958 appropriation, encouraged and directed the 
National Institutes of Health to strengthen is analytical activities in this 
direction. 

Within NIH, responsibility is centered in the Office of Research Planning for 
the study, measurement, analysis and reporting of data on the private and public 
resources involved in the support, conduct and servicing of medical research. 
This Office serves as the prime source of intelligence and competence within the 
Federal Government on quantitative information pertaining to medical research 
expenditures, manpower, and facilities on both the national and international 
scene. In carrying out this responsibility, primary reliance is placed upon: 

1. Developing data from the records and reports employed in the conduct 


of the NIH research grant program. 
2. Information provided by the Bio-Sciences Information Exchange of the 


Smithsonian Institution—an activity jointly supported by Federal agencies 
supporting medical and biological research activties through grants. 

3. Fitting data requirements pertaining to medical research resources 

into the continuing surveys of other Federal agencies. In this connection, 
the cooperation of the National Science Foundation has been particularly helpful. 

There are, however, areas of medical research activities which are either ex- 
cluded or only partially dealt with in existing national surveys. Many of these 
are areas of primary concern to the Public Health Service, such as the medical 
research activities of State and local health agencies, hospitals and clinics, volun- 
tary health agencies, Federal medical facilities and research centers, and non- 
profit medical research organizations. To assure adequate coverage of these 
areas, a particular effort si being made to extend national surveys to include these 
areas or, if necessary, to undertake direct collection of information. For ex- 
ample, because of marked growth over the past 5 years in medical research 
supported by State and local governments, arrangements are in process with the 
Bureau of Census, Department of Commerce to obtain full information on such 
activities on a recurring basis as a part of its Census of Governments. This is 
but one of the many steps that are underway or contemplated in the development 


of a basic data network that will provide complete and up-to-date information 
on the Nation's medical research effort. 


SUMMARY OF NATIONAL EXPENDITURES FOR MEDICAL RESEARCH 1957 


The Nation’s attack on disease through medical research is a joint undertaking 
of private industry, private nonprofit organizations, and the Federal Government. 
National support of conduct of medical research in 1957 involved the expenditure 


of $330 million. 
TABLE 1.—National medical research expenditures, by source, 1957 


{In millions] 








| 
Agency Funds | Percent of 
| funds 
} 

I bhi os pada eb ak ha Shin cmbbeesedhdks eiodotiadeieneh bie hae $330 100 
SPC COO UUIININING < 6 occ dkndcecnsantackoccsasbdeseminendecknbetubsaddaad 186 56 
NNT: ds: aces cdagdsthen bopetnenatinnibantimtgddeedaneeteitaaensdeeiding 190 27 
TIT ss. on dace cya eg csandtetoaincsdLawhahenul aida dccigenins eet gn di haicaesnini ine nadie cReaieaee 35 ll 
Schools and other nonprofit........ Gain odih thaicitbasechideepuatiodans Obdaiaalaiadl 19 6 


1 Estimates made by the American Drug Manufacturers Association based on a recent survey places 
total industry expenditures for medical research in 1957 at $127 million, of which $13 million is spent outside 
of industry facilities including $10.6 million spent in educational and other nonprofit institutions, 


The Federal Government in 1957 supplied half of the Nation’s funds for 
conduct of medical research. But three-fourths of the Nation’s medical research 


funds were used in the laboratories of private industry and private nonprofit 
organizations, principally college and university laboratories. 
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Private support of medical research (philanthropy plus schools and other 


nonprofit) has increased from a level of $25 million in 1947 to $54 million 
in 1957. 


TABLE 2.—National medical research expenditures, by place of use, 1957 


[In millions] 


Funds Percent of 
| funds 


Federal Government. ---- 
Industry ---- 

Philanthropy. 

Schools and other nonprofit- iat 








Source: Office of Research Planning, National Institutes of Health. 


1 Estimates made by the American Drug Manufacturers Association based on a recent survey place 
total industry expenditures for medical research in 1957 at $127 milion, of which $13 million is spent outside 
of industry facilities including $10.6 million spent in educationaland other nonprofit institutions. 


Mr. Founrtarn. Dr. Burney, last year, in its report on the polio- 
vaccine program, the subcommittee made several recommendations 
which were unanimously adopted by the full Committee on Govern- 
ment Operations. I would like to read two of those recommendations 
and ask you to comment on what action, if any, has been taken in 
connection with them. 

Recommendation No. V: 


The subcommittee recommends that the Public Health Service reexamine its 
policies and procedures relating to polio vaccine with the objective of providing 
the most effective leadership possible. 

In particular, the subcommittee recommends that— 

(1) The Public Health Service provide more vigorous encouragement and 
assistance to States and localities where vaccination programs have lagged. 

(2) The Public Health Service give continuing assistance in the establish- 
ment of appropriate polio-vaccination programs for Federal employees 

Dr. Burney. A number of activities have occurred in the past year, 
Mr. Chairman. I would like to sketch some of those briefly. Dr. 
Price and Mr. Kimble can supplement them, but, if it is agreeable, 
again I would like, for conciseness as well as for completeness, to 
submit in tabulation form some of these answers to that. 

Mr. Fountarn. We would be glad to have that, too. 

Dr. Burney. Briefly, we have had for 9 months now a very intensive 
educational program for the public and the profession, in cooperation 
with the American Medical Association, the State and Territorial 
health officers, and the National Foundation for Infantile Paralysis, 
with the very great assistance of the Advertising Council. This pro- 
ree has included new spaper releases—or pages which can be used 

y local firms who want to contribute to this—radio scripts, TV scripts, 
and similar types of educational materials. 

That was planned to come out last fall, and did come out at that 
time in order to try to encourage vaccinations during the usual 
off season. 

In addition, of course, the AMA and the National Foundation have 
been carrying on programs of their own, individually. 

Then we also have put on an even more intensive program with the 
Advertising Council, beginning this spring. I suspect you have seen 
some little flashes on the TV. Ihave an astounding list of the requests 

















FEDERAL-STATE-LOCAL RELATIONS 223 


from eee for some of these full-page ads; several thousand, as 
I recall. 

Well, anyway, that is onearea. I can get you the statistics on that. 

Then, we have worked through the State health officers and through 
our regional officers. We have urged that the programs be pushed 
on a State level as well as at the local level. 

We have provided information to both the medical profession as 
well as the State health officers regarding the continued safety of 
the vaccine and the continued proof of its 80 or 90 percent effective- 
ness. That has been done through further epidemiologic studies 
by our own people, as well as by people outside. 

Dr, Price, can you add some other facts? 

Dr. Price. I think you have covered the principal things. 

Mr. Fountarn. What about the Federal employee vaccination 
program ? 

Dr. Price. I would say no very highly organized program for 
vaccination of Federal employees was ever developed. Recommenda- 
tions were made with respect to what individual agencies operating 
employee health programs should do and might do. There has been 
a great deal of variation in the way in which those have been carried 
out. 

Mr. Founrarn. In addition, I wonder if you will also provide 
information in your memorandum on the results obtained from 
vaccinations ¢ 

Dr. Burney. You mean the effectiveness of the vaccine, or the 
numbers / 

Mr. Founrarn. The number of the people vaccinated, and figures 
indicating how many probably still remain. You may already have 
those figures. 

Dr. Burney. I think we might include all of this in the report. 
(The information requested is as follows :) 


PusLic HEALTH SERVICE ACTIONS To PROMOTE THE USE OF POLIOMYELITIS VAC- 
CINE, MarcH 1957 To May 15, 1958 


A report on promotional activities from May 1956 through March 1957 is 
included in the appendix of the report on the March 21 hearings of the subcom- 
mittee of the Committee on Government Operations. The following material 
describes the actions the Public Health Service has taken since that report 
was issued: 

Between March and October 1957, demand for the poliomyelitis vaccine 
exceeded supplies. During this period, therefore, the promotional program 
was designed to secure prompt use of new supplies for persons in the groups 
most susceptible to polio. 

Beginning in the early fall of 1957, however, a general promotional program 
has been conducted, and this program has been further intensified throughout 
the spring of 1958. 


ADVERTISING COUNCIL CAMPAIGN 


After being postponed in the spring of 1957 because of the vaccine shortage, 
an Advertising Council campaign on polio was launched in late summer of 
1957. Of the more than 20 public-service campaigns which the council con- 
ducts, the polio campaign has proved more popular than any except the one 
on religious education. The Young & Rubicam advertising agency served as 
the task force for the campaign and prepared newspaper and magazine ads 
and radio and TV announcements. An end-of-the-year report from the council 
for 1957 included the following data: 

Requests had been received from 543 newspapers as follows: Full-page ads, 
170; 1,000-line ads, 658; 600-line ads, 378; 400 lines, 501. The same papers 
also ordered 675 composite smaller “drop in” ads. 
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The total number of ads ordered exceeded 5 million lines. Based on the 
minimum rate of 10 cents a line, the same ads, if run commercially, would 
have cost more than $500,000. Actual cost to the Government, $8,436.34. 

The council also provided figures on the number of radio and television im- 
pressions between August 5 and October 12. According to their definition, an 
impression is 1 messeage heard or seen once in 1 home. In this period, under 
the allocation plan alone, the impressions were as follows : 15,102,000 for radio 
and 108,562,000 for television. Council efforts resulted in TV and radio an- 
nouncements from the Rose Bowl and Cotton Bowl games and, prior to that, 
from the world series. 

Over 90,000 car cards were used on cars, buses, and subways. Over 300 
large billboards carried polio-vaccination messages. 

During April 1958, kits of new materials were sent to all newspapers and 
press and radio stations, and they were urged to intensify their use of polio- 
vaccination messages. Although full reports on use of the new materials have 
not yet been received, we do know that about 2,400 orders for newspaper mats 
were received within a few days after the kits of sample ads were sent to 
newspapers. Ads urging adult vaccinations, often accompanied by articles 
or editorials, were used this spring by over 1,000 business magazines, company 
publications, and trade journals. Almost 300 orders for large billboard posters 
have been received, and about 58,000 car cards have been shipped to transporta- 
tion advertising companies. 

In response to a special request from the Surgeon General to large advertisers 
urging their cooperation in the Advertising Council campaign, the network 
programs of Lipton Tea, Procter & Gamble, Philip Morris, and other large firms 
are carrying additional messages, over and above the number allocated to them 
by the advertising council. The Surgeon General’s information officer, at a 
meeting with advertising and network officials, in the fall of 1957, was also 
influential in getting additional pleas for vaccination used by famous stars 
on popular programs,. Altogether, 88 major network radio and TV shows 
agreed to use polio materials during this campaign. Lassie and 20th Century 
Show each devoted one entire program to polio. 

Little songs for polio protection have proved an especially popular feature 
of the Advertising Council campaign. Over 900 radio stations sent compli- 
mentary messages on them to the council; some translated the songs for Spanish- 
speaking audiences; and some made illustrative film and used them on TY. 


PUBLIC RELEASES ISSUED BY THE PUBLIC HEALTH SERVICE 


On March 30, 1957, representatives of the Public Health Service, the Asso- 
ciation of State and Territorial Health Officers, the American Medical Associa- 
tion, and the National Foundation for Infantile Paralysis held a meeting at 
which they formally agreed to undertake year-round campaigns to even out 
demand for future vaccine supplies and thus avoid recurrence of the temporary 
shortage situation which then prevailed. 

The Advertising Council campaign, described in the foregoing section, was 
undertaken at the request of the Secretary of Health, Education, and Welfare, 
and was an important part of this agreement. The advisory group also recom- 
mended that, during the period of vaccine shortage, first emphasis be placed on 
vaccinations for persons under 20 and pregnant women, and that local communi- 
ties continue plans for their drives so that they would be in a position to make 
prompt use of vaccine as it became available. A press release announcing these 
actions was issued on March 30. 

In order to assist communities and manufacturers in getting supplies to areas 
where local drives were underway, the Public Health Service issued weekly 
press releases from April to October 1957, reporting the inventories on hand 
and the new supplies available. These press releases also urged continuation 
of local drives to vaccinate children and pregnant women. On July 1, 1957, a 
press release was issued on the use of funds appropriated under the Poliomye- 
litis Vaccination Assistance Act which expired on that date. The public was 
informed that, through this legislation, about 45 percent of the Nation’s children 
and pregnant women had received one or more injections of polio vaccine. 

On July 24, 1957, the advisers who attended the March 30 meeting met again 
to reassess the situation. The press release reporting this meeting announced 
the efforts that would be made to encourage manufacturers to continue peak 
production so that communities could carry out vaccination drives on a year- 
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round basis, and reaffirmed the agreement to continue efforts to promote the 
vaccine. 

A public statement by the Secretary of Health, Education, and Welfare was 
issued on October 10, 1957. Secretary Folsom reported on the 80-percent re- 
duction in paralytic-polio cases that had occurred since 1955 and urged the un- 
vaccinated to take advantage of the availability of vaccine during the fall and 
winter months. The Secretary’s report included a series of charts on the 
incidence of polio and the status of vaccination programs. The statement was 
issued at a press conference, at which the Surgeon General as well as the 
Secretary participated, and was widely covered by radio and TV, as well as 
press. 

On November 8, a press release reported the results of a Census Bureau 
survey on the number of persons who had been vaccinated against polio. It 
again called the public’s attention to the availability of vaccine and urged 
vaccinations. 

In February 1958, the Surgeon General addressed a letter to the president 
of the American Academy of Pediatrics, the American Academy of General 
Practice, and the Chief of the Children’s Bureau, calling attention to the high 
attack rate among children under 5 and asking that these organizations under- 
take nationwide campaigns to vaccinate these children. Subsequently, the 
American Academy of Pediatrics and the Academy of General Practice an- 
nounced their intent to conduct such campaigns, and the Chief of the Children’s 
Bureau advised the Surgeon General that the facilities of the Bureau would 
be used to disseminate the information. A press release detailing these plans 
was issued on February 23, 1958. 

On March 20, 1958, the Surgeon General issued a public warning that serious 
outbreaks of polio this summer were still a possibility and urged all persons 
under 40 to get vaccinated. 

On March 21, 1958, a press release reported a meeting of polio advisers at 
which the question of a fourth injection was discussed. The release stressed 
the effectiveness of the present 3-dose schedule and urged physicians and com- 
munities to place major emphasis on completing the 3-dose vaccination of all 
persons under 40. 

Public Health Service officials were authors of a guest editorial in the Journal 
of the American Medical Association in January 1958 on the early immuniza- 
tion of infants, and an article on the Chicago polio epidemic of 1956 in the 
April 27, 1958, issue of the same journal. 

On May 18, 1958, an article by the Surgeon General will appear in the syndi- 
cated Sunday supplement, This Week. 

In addition to these formal releases, numerous interviews have been given 
to representatives of press, magazine, radio, and TV and resulted in many 
special features, all urging the importance of immediate vaccination. The most 
recent were United Press feature, March 13, 1958; Robert S. Allen syndicated 
column, April 23, 1958; a transcribed statement by the Surgeon General urging 
vaccination before summer travel which is being used on radio programs 
throughout the spring by 700 member clubs of the American Automobile Associ- 
ation; and an interview with the Surgeon General on the Dave Garroway Today 
show on April 28. Others included March of Medicine show and features in 
Newsweek, Time, U. 8S. News & World Report, Scripps-Howard syndicate, News- 
paper Enterprise Association syndicate, Kiplinger Newsletter, Medical News, 
Scope, and MD magazine. 





































COOPERATION WITH AMERICAN MEDICAL ASSOCIATION AND NATIONAL FOUNDATION 
FOR INFANTILE PARALYSIS 






The Public Health Service has worked closely with the American Medical 
Association and the National Foundation for Infantile Paralysis in all of its 
promotional activities. Both organizations, for example, are listed with the 
Public Health Service as cosponsors of the Advertising Council campaign. 

The presidents of the American Medical Association and the National Founda- 
tion for Infantile Paralysis and the Surgeon General of the Public Health 
Service have presented a report to the President on the progress of the spring 
vaccination promotion campaign. This report, we have been advised, is to be 
publicly released by the White House during the week of May 19. 

The American Medical Association has distributed vaccination reminder cards 
for physicians to send to their patients. To date, over 5 million cards have 
been ordered by more than 17,000 private physicians, and polio-vaccination 
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promotion advertisements have been run in the Journal of the American Medical 
Association and in the journals of 14 State medical societies. During this 
spring’s council campaign, the American Medical Association has distributed a 
booklet, the Polio Inoculation Clinic which urges State and local medical- 
society participation in communitywide vaccination programs, 

The National Foundation for Infantile Paralysis promotional program has also 
been planned in association with ‘the current Advertising Council campaign. 
During January, the March of Dimes month, the council campaign was played 
in low key and the major vaccination message was carried through March of 
Dimes volunteers and promotional material. During February, March, April, 
and May, the National Foundation for Infantile Paralysis resources have been 
used to promote use of council materials. During the summer, when the Ad- 
vertising Council campaign will be less active, the national foundation cam- 
paign will be intensified. 

Coordination of promotional activities and plans for joint activities were 
developed during two major meetings—in the fall of 1957 and the spring of 
1958—between the public relations staffs of AMA and NFIP and information 
officers of the Public Health Service. At the fall meeting, public relations rep- 
resentatives of the vaccine producers were advised of promotion plans in order 
to alert them to forthcoming increases in demands for vaccine. The manufac- 
turers, through their own facilities, have conducted separate promotion cam- 
paigns and have thus aided in public awareness of the desirability of vaccinations. 


COOPERATION WITH STATE AND LOCAL HEALTH DEPARTMENTS 


To encourage concerted efforts at State and local levels, the Public Health 
Service has kept State health departments fully informed about the activities of 
the AMA and NFIP and supplied them with samples of all materials issued by 
these organizations. The Service has also given the AMA and NFIP reports of 
public-health activities for issuance to their State and local affiliates. 

Full details of the Advertising Council campaign have been given to State 
health departments, together with suggestions on ways in which they could help 
to foster wider use of the material by local outlets. 

Altogether, seven special mailings on polio-vaccination promotion were sent 
to regional offices and to State and Territorial health departments between March 
1957 and May 1958. The mailings included sample materials produced by the 
Public Health Service, AMA, NFIP, and the Advertising Council. Also included 
were the names of civic, fraternal, religious, and other national organizations 
which had requested their State and local affiliates to participate in vaccination 
drives. 

Specific suggestions on ways to take advantage of the national promotional ef- 
forts were given with each mailing. 

Negatives of a pamphlet entitled “Get Your Polio Vaccination Now,” prepared 
by the Service and designed to be reproduced over the name of any State or 
local health department, were furnished upon request and have been widely used. 
These pamphlets have also been used by all field stations of the Board of Old Age 
and Survivors Insurance and by several industrial groups. 

Advertising Council posters for display in public health clinics have also been 
furnished upon request. 

Beginning in February 1958, about 20,000 United States post offices and other 
Federal Government buildings displayed the Advertising Council’s polio posters. 

At the request of the Secretary, all units of the Department are using mate- 
rials on polio vaccination, from time to time, in publications which reach State 
and local health officials, school officials, and child welfare workers. 
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Estimated number of persons who had received poliomyelitis vaccine, by age 
groups, May 1, 1958 








Number of individuals as of May 1, 1958 Under 20 Over 20 
years of age | years of age! 
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1 While data for vaccinated persons are based on ages 20 to 50 years of age it is thought that the bulk of 
vaccination activity in this age bracket occurs among persons less than 40 years of age and therefore that 
population has been given. 

Mr. Fountarn. If there is anything further you think could be 
done or ought to be done, the committee would welcome your sug- 
gestions. 

Dr. Burney. We have been, and you probably have heard, too, 
stressing the need for the 3 injections, and 1 out of 4 of those under 
20 have not had a single injection. 

Mr. Founrarn. Then, Recommendation No. VI read: “The sub- 
committee recommends that the Department of Health, Education, 
and Welfare and the Public Health Service, to the extent possible, 
prepare detailed advance plans for future emergency situations which 
might occur because of war, epidemics, or development of new meth- 
ods of preventing disease.” 

What consideration has been given to that recommendation ? 

Dr. Burney. We have developed some tentative plans in that re- 
spect, and as I recall, too, Mr. Chairman, the chairman of the Senate 
Appropriations Subcommittee, Senator Hill, requested that we pre- 
pare a draft of a bill to carry out this very procedure. I am not sure 
whether he did that in his status as chairman of the Appropriations 
Subcommittee, or as chairman of the Labor and Public Welfare Com- 
mittee, but that has been done in rough. It has been discussed with 
members of his staff. To my knowledge, it has not been introduced. 

Mr. Founratn. It has not been introduced ? 

Dr. Burney. It has not been introduced. 

Mr. Fountarn. Recomendation VI also said: 

The subcommittee particularly recommends that— 

(1) A thorough study be made to determine whether standby legal authority 
should be obtained for the allocation of essential drugs or other purposes in 
the event of a future emergency situation ; 

(2) In connection with such study, the Justice Department be asked to de- 
termine whether voluntary allocation programs are permissible under the 
antitrust laws. 

Dr. Burney. It has been several weeks since I have reviewed those 
rough specifications for this emergency legislation, but I believe that 
particular issue was considered as a part of that. Do you recall, Mr. 
Kimble, whether I am correct in that ? 
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Mr. Kimste. Yes, it was one of the things that was considered. I 
think it pertinent in connection with that particular recommendation 
to recall that we had an opportunity to do very much the same kind 
of thing in connection with the influenza program that came out al- 
most immediately at the time your recommendations came out. We 
did, of course, as you know, enter into a type of allocation program 
for the period in which the influenza vaccine was in short supply with 
clearance from the Department of Justice for the plan that we used. 
In a large measure our influenza activities in relation to vaccine, at 
least, did utilize the experience and further developed those exper- 
iences that we have had in the polio program. 

Mr. Fountarn. You did get an opinion from the Justice Depart- 
ment that voluntary allocation programs are permissible? 

Mr. Kruete. We cleared our letter to the manufacturers with the 
Department of Justice, yes, sir. 

Mr. Fountarn. If you have any additional information on those 
recommendations, we would appreciate it if you would give them to 
the committee for our record. 

Dr. Burney, these next questions are designed to avoid another hear- 
ing, if we can do so. 

Dr. Burney. Fine. 

Mr. Fountarn. As you know, the subcommittee has been examining 
for some time the operation by the Public Health Service of the Fed- 
eral program for research and technical assistance in air pollution con- 
trol. While this is not a grant program—at least not in the same 
sense as the other programs discussed today—it is a very important 
area of Federal-State-local relations. Consequently, we would like 
to ask you a few questions on that subject at this time. 

Dr. Burney. Very well. 

Mr. Fountarn. I might mention there are two members of the sub- 
committee, Mr. Holifield of California, and Mrs. Dwyer of New Jersey, 
who are particularly interested in this problem as it relates to their 
respective States. They were unable to be here this morning because 
of other commitments. However, they have conferred with me sev- 
eral times about this subject, and I hope that we can cover some of 
the questions in which they are especially interested. 

Last year the subcommittee was asked by the California congres- 
sional delegation, by unanimous resolution, to look into the operation 
of the Federal program. As a result of this request we made a num- 
ber of inquiries of the Department as to the manner in which the 
program was being carried out. We also had public hearings in Los 
Angeles last fall while we were out in that area holding our hearing 
in the field of intergovernmental relations. 

I believe you are familiar with the general nature of the complaints 
or dissatisfaction expressed by California authorities when the sub- 
committee was asked to look into this program. 

I wonder if you will describe for us any major changes or improve- 
ments which you feel have been made in the operation of this program 
since that time ? 

Dr. Burney. Well, No. 1, I would say that since you discussed this 
matter with the people in the Los Angeles area, some of our top people, 
including Mr. Hollis, our Chief Engineer, has had some meetings with 
the local people in Los Angeles, and the representatives of the State 
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health department who have statewide responsibilities in air pollution. 
They have worked out, I believe, a very satisfactory arrangement by 
all concerned, maybe not with the idea that all of the money that Los 
Angeles would like to have from our research contracts is going into 
that particular area, but at least a little better understanding of why 
we felt it desirable to have this limited amount of research contract 
funding going to certain other areas who had perhaps some similar 
and perhaps some entirely different problems, and to bring to bear 
upon this important issue, the ideas, the imagination, and the research 
abilities of the other parts of the country. 

No. 2, we have appointed and had several meetings of an advisory 
air pollution body, which by the way includes the director of the air 
pollution district in Los Angeles, Mr. Griswold, and also Mr. Linsky, 
of San Francisco, who at the present time is president of the Air Pol- 
lution Control Association, I believe it is cee: 

This committee has been extremely helpful, and again here we have 
3 local operating people on that committee, in addition to the 2 
I mentioned. We have a gentleman from Cincinnati, Mr. Charles W. 
Gruber. We have a State health officer. We have a local health 
officer at Philadelphia. We have a couple of people from industry. 
We have somebody from the automobile industry. 

(The following was supplied for the record :) 


NATIONAL ADVISORY COMMITTEE ON COMMUNITY AIR POLLUTION 


Robert R. Balmer, group supervisor, E. I. du Pont de Nemours & Co., Louviers 

Building, Milford Crossroads, Newark, Del. 

Dr. James P. Dixon, commissioner of health, city of Philadelphia, 630 City Hall 
Annex, Philadelphia, Pa. 

P. N. Gammelgard, vice president (refining), Pure Oil Co., 35 East Wacker 
Drive, Chicago, Ill. 

S$. Smith Griswold, director, Los Angeles County Air Pollution Control District, 
434 South San Pedro Street, Los Angeles, Calif. 

Charles W. Gruber, air pollution control and heating engineer, Bureau of air 
pollution control and heating inspection, 417 Lincoln Park Drive, Cincinnati, 
Ohio. 

Charles M. Heinen, assistant chief engineer, materials laboratories, Chrysler 
Corp., Detroit, Mich. 

Benjamin Linsky, air pollution control officer, Bay Area Air Pollution Control 
District, 1480 Mission Street, San Francisco, Calif. 

Julian E. Tobey, president, Appalachian Coals, Inc., Transportation Building, 
307 East Fourth Street, Cincinnati, Ohio. 

Edward C. Logelin, vice president, U. S. Steel Co., 208 South La Salle Street, 
Chicago, Ill. 

Dr. Louis C. McCabe, president, Resources Research, Inc., 4435 Wisconsin 
Avenue NW., Washington, D. C. 

Dr. Malcolm H. Merrill, director of public health, State department of public 
health, 2151 Berkeley Way, Berkeley, Calif. 

Dr. Norton Nelson, professor and chairman of industrial medicine, New York 
University, 550 First Avenue, New York, N. Y. 

Dr. Leslie Silverman, associate professor of industrial hygiene engineering, 
Harvard University, School of Public Health, 55 Shattuck Street, Boston, 
Mass. 

Dr. Irving R. Tabershaw, associate professor of occupational medicine, Colum- 
bia University, School of Public Health and Administrative Medicine, New 
York, N. Y. 

Chairman, ex officio: Dr. Leroy E. Burney, Surgeon General, Public Health 

Service, Washington, D. C. 


In other words, a very good cross section. This is proving to be 
extremely helpful to us in the beginning, in reviewing what we are 
doing, how our research contracts are being awarded, and in what 
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areas. In fact, I might say at their last meeting they were suggestin 
that perhaps we were spending too much of the contract vases 
money on engineering research, and that more ought to be devoted to 
the area of medical research to find out the human hazards of pro- 
longed exposure to certain substances over a period of time. 

Also, we are planning a national air pollution conference next 
November the 18th here in Washington, and have appointed approxi- 
mately 15 individuals representing these similar groups to work with 
us in planning the agenda of the meeting, selecting the speakers— 
the way one usually does in a national conference of that type. I 
suspect we will have difficulty in keeping down the number of people; 
we are thinking now in terms of about a thousand, I believe. There 
was some question of whether we could keep it down to that number. 

There is a great deal of interest. 

We also have had more relationships with some of the industries 
that are very much concerned in this problem—the automobile indus- 
try, the refining industry—and we are trying to work out some mu- 
tual projects with them, and actually have some in operation. 

The lack of personnel is one of the difficulties in this whole area, 
and our Cincinnati station is doing a great deal of work in the train- 
ing of those personnel. 

I would say, Mr. Chairman, we have made considerable progress 
in this last year, but I would also say this again is one of these grow- 
ing problems which was on us before we had done very much about it, 
other than the old smoke abatement problems. It is also a very com- 
plex problems, because again you are putting into the area a number 
of different kinds of gases and chemicals, and when one doesn’t know 
what happens when some of these combine with each other, in the 
ozone, it will take a long while to find out what human hazards, other 
than the irritation of the eyes, for example, are inherent in exposure 
to certain of these products over 6 months, a year, or 2 years of time. 
So, again, these are what we call longitudinal studies in which there 
is no definite answer right now. 

Mr. Fountatn. How many sections of the country are there in 
which this problem is prevalent ? 

Dr. Burney. I would say every section, Mr. Chairman. 

Mr, Fountatn. Every section ? 

Dr. Burney. Every place where you have a large urban population, 
you have a varying degree of air pollution problem. 

Mr. Fountarn. Especially in industrial areas, I suspect. 

Dr. Burney. Yes, in industrial, urban, and the like. 

Mr. Founrtatn. As I recall, the California authorities were not as 
concerned about getting funds from the Federal Government for 
themselves as they were in encouraging the Federal Government to 

lace more emphasis on the research and study of this problem in the 
10pe that it would be helpful to other sections of the country as well 
as to them. ‘ 

Do you feel that the California authorities are now substantially 
satisfied with the manner in which the Federal program is being 
carried out ? 

Dr. Burney. I heard Mr. Griswold and Mr. Linsky at our last air 
pollution advisory committee. I think I am correct in saying this, 
they thought we were doing a very excellent job. 

Mr. Fountarn. That is fine. 
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Are you aware of any major complaints concerning the operation of 
the Federal program at this time from other areas of the country ? 

Dr. Burney. No, sir, except a general increasing awareness of the 
urgency of doing more in this area. 

Mr. Fountarn. Just an interest that something should be done‘ 

Dr. Burney. That is right, yes, sir. 

Mr. Founrtatn. Los Angeles County authorities told us last fall 
during our hearings that they considered automobile exhaust fumes 
to be the m: jor remaining source of air pollution in Los Angeles. 

I understand that the Public Health Repvicg is now taking steps to 
intensify its efforts to find a way to control this source of pollution. 

I wonder if you will describe to us briefly, or maybe in a memo- 

randum if you prefer, just what you are doing ¢ 

Dr. Burney. I would like to again supplement the record with that, 
but to tell you briefly I think there are in Los Angeles, for example, 3 
million automobiles, and I believe they burn about 6 million gallons 
of gas during the day. Iam told by the experts, about 1 gallon out of 
every 14 goes up in fumes, rather than being burned, and this is pri- 
marily the pollution, rather than perhaps some of the side effects of 
the combustible gasoline. 

There are a number of studies going on, all over the country, and 

articularly by the automobile industry. We are working out, and 
lave worked out some projects with them on this, and are planning 
other projects working with the automobile industry , because it is con- 
cerned, as is the oil refining industry. 

Mr. Founrarn. I intended to ask next whether or not the automo- 
bile manufacturers are giving sufficient attention to this problem. 

Dr. Burney. We had a : special meeting with representatives of all 
of the automobile companies, Mr. Chairman. We asked them to meet 
with our advisory committee on air pollution to tell us what they were 
doing, what success they were having, and where they expected to go. 

I would not say that all members of our air pollution advisory com- 
mittee felt that the industry was doing all it should be doing, but 
again that isarelativeterm. One might expect differences of opinion, 
but the feeling among all of us was that this was a very healthy meet- 
ing to get some of these things out on the table. A lot was being done 
about some things of which some of us were not aware. It also opened 
the way for us not only working together, in the Public Health Service, 
but also some other groups whic +h were concerned in the research areas. 

So I would say progress is being made, but the answer has not been 
found yet as to how to eliminate automobile exhausts, rec ognizing that 
in urban areas maybe automobile exhausts are a major problem i in one 
area and they may be one of the problems in another, but added to that 
are those of industry and certain other matters. 

(The following was supplied for the record :) 

With respect to the various problems resulting from automotive exhausts, we 
have work underway in the following general fields: 


(1) The relationship between type of fuel, engine condition, and similar 
variables, and the composition of automotive exhaust. 


(2) Better methods of analyzing and measuring the hundreds of compounds 
in automotive exhaust. 


(3) The toxicity of auto exhaust and certain of its components. 





232 FEDERAL-STATE-LOCAL RELATIONS 


(4) Epidemiologic studies of human mortality and morbidity as correlated 
with air pollution indices and sources of air pollution, including the usage of 
gasoline and automobiles. 

(5) The characteristics and mechanisms of effects by automotive exhaust on 
plants, bacteria, and atmospheric visibility. 

(6) The use of chemical catalysts to burn more completely the gases in auto- 
motive exhausts. 

Research is proceeding in all of these fields. Examples of specific projects 
include the following : 

(a) the determination of the relationship between fuel composition and the 
composition of exhaust gas; 

(b) preparing, screening and evaluating various oxidation catalysts for reduc- 
ing exhaust emissions ; 

(c) developing methods for determining the amounts of “traffic gas” in the 
total community atmosphere ; 

(d) toxicologic screening of auto exhaust pollutants by evaluating their effects 
upon various types of tissues, organs, and animals, particularly the nitro-olefins— 
a suspected major tear-causing constituent of Los Angeles-type smog; 

(e) studies of the reaction of automotive exhaust components in the atmos- 
phere under the influence of sunlight ; 

(f) determination of the interaction of particulates and gases, suspected of 
being important in eye irritation, through the use of a newly developed instru- 
mentation. 


Mr. Fountarn. Do you have a question, Mr. Naughton ? 

Mr. Navueuton. I have 3 or 4 questions. 

Dr. Burney, do you have, or could you supply this information for 
our records? I have constantly been amazed by the astronomical 
amounts that are being spent by the automobile industry for annual 
facelifting of their product ; for example, I recall I think a figure of 
$150 million being given as the amount it cost the Ford Co. to make a 
change in its style. 

I wonder if you would get for us a comparison of the amount that 
is being spent by the automobile industry for research into correction 
of this problem caused by auto fume pollution, as compared to the 
amounts they are spending for style changes ? 

Dr. Burney. I think I can give you that information, Mr. Naughton, 
as to what the industries as a whole are spending in this problem of 
automobile exhausts. I might also point out in that respect that 
comparisons, as you know, can be used in almost any way. 

When I mentioned $300 million for medical and biologic research 
a minute ago, that is about 3 percent of the total of $10 billion being 
spent in this country on all kinds of research. Comparisons can 
sometimes mean different things. 

(The following was supplied ‘for the record :) 

Representatives of the automobile industry have informed us that it is spend- 
ing an estimated $1 million per year on research related to the automobile ex- 
haust problem. There are no figures available to us that would permit estimation 
of the amounts of money spent by the industry for style changes. The Depart- 
ment of Commerce has informed us that it estimates that annual model changes, 


including styling, designing, engineering and tooling, cost from $185 million 
to $250 million per make of car. 


Mr. Naveuton. The Federal air pollution program provides for 
research and technical assistance, but does not contain any control 
authority. Many air pollution problems, however, are interstate in 
nature. 

Do you feel that air pollution can be effectively controlled through 
interstate and intercommunity cooperation without the necessity of 
Federal control legislation ? 





FEDERAL-STATE-LOCAL RELATIONS 233 


Dr. Burney. At the present time there is convincing evidence of 
very good interstate cooperation on air pollution problems. A number 
of the areas are: New York-New Jersey, New Jersey-Pennsylvania, 
Detroit-Canada, Louisville and my home State of Indiana, Chicago 
and Lake County, Ind. 

I believe, Mr. Naughton, that for the present I would not feel that 
it would be wise to propose the same kind of legislation for air pollu- 
tion that we have for water pollution relative to our responsibilities 
when two States cannot work together or an interstate pact. 

I suspect part of my reasoning there is the fact I think we know 
more how to control most water pollution at the present time, and 
we don’t know how to control air pollution. So that would be one 
of my reasons for not thinking any further authority for control 
would be necessary, plus the fact this is a new program for everybody. 

I have to see what the States and cities working together can work 
out before—— 

Mr. Naveuton. Along that line, what kind of progress do you 
think the States and cities are making in forming intergovernmental 
agreements to control these pollution sources ? 

Dr. Burney. In a few areas, a great deal of progress and those 
are areas where the problem is most acute, I would say, such as I 
mentioned before, in Chicago, in Detroit, and in the New York-New 
Jersey area, 

I would suspect, however, Mr. Naughton, as people become more 
aware of this growing problem and States as well as municipalities 
take a greater concern in this as a health hazard, that there will be 
more of those areas working together in cooperation. 

Mr. Naveuton. Is the Public Health Service taking action to en- 
courage States and localities to form these intergovernmental agree- 
ments to control pollution sources ? 

Dr. Burney. I was going to say yes, but I would suspect I would 
have to say that just assuming that we always urge the States to 
work with their localities in this area, but I could not say definitely. 
Could you, Dr. Price? 

Dr. Price. I recall one example of our regional office staff par- 
ticipating in an interstate type of meeting on this subject. I feel 
quite certain the answer is “yes.” 

Mr. Naveuton. Do you feel that the Public Health Service could 
intensify its efforts in this direction and, prehaps, thereby prevent 
the eventual necessity for or demand for passage of Federal legis- 
lation ? 

Dr. Burney. Well, I think we can intensify our efforts, providing 
we had more personnel to work in this area, but I believe that our 
people would feel now, Mr. Naughton, that there is so much that 
needs to be known and found out about both how to get rid of this 
air pollution, as well as its toxic effects on human beings and on the 
plantlife, that we are in an area of trying to do something about 
something about which we don’t know a great deal. With only a 
few million dollars being spent in this area, most of our efforts, I 
think, should—I don’t know how to get the proportion—but certainly 
research, I think, should be at the top of the list in this, and then 
training and technical assistance probably right together as No. 2. 

Mr. Naveuton. We certainly all recognize the need for research 





234 FEDERAL-STATE-LOCAL RELATIONS 


in this field, and, of course, part of that research, a large part of it, 
is devoted to analyzing the effect on health of various types of pol- 
lutants. Entirely aside from the health problem that is involved, 
even if there were no health problems involved, isn’t it likely there 
would still be a demand for air-pollution control because of the 
nuisance factors and the economic situation ? 

Dr. Burney. I am sure there would be, just as we have problems 
of pest-mosquito control. Pest mosquitoes are not known to carry— 
or thought not to carry—any disease, but still, if they keep somebody 
awake at night, that might be considered a health hazard. I would 
say yes; there very definitely would be. 

Mr. Naveuton. You mentioned that you have given more atten- 
tion recently to engineering research on control of pollution, as com- 
pared with medical research on the effects of pollution. That was, 
of course, one of the matters which were mentioned to us quite fre- 
quently by the State and local people, and it certainly does seem that 
is a proper approach. 

I wonder if you could furnish for our record, if you have it, a 
further statement on what is being done in the nature of encouraging 
intergovernmental agreements to control air pollution and, also, a 
statement, so far as you are aware, as to the percentage of localities 
which have nonlocal air-pollution problems which have formed these 
types of agreements to control air-pollution problems. 

(The information requested is as follows :) 


We believe that the prevention and control of air pollution should be a func- 
tion of the local level of government most capable of coping with the problem in 
its entirety. Intergovernmental agreements to deal adequately with air-pollu- 
tion problems covering more than one governmental jurisdiction are necessary 
in many instances. This need has been recognized at all levels of government. 

In 1949, the Governments of the United States and Canada referred to the 
International Joint Commission the problem of air pollution from vessels 
passing through the Detroit River in the vicinity of the cities of Detroit and 
Windsor. A technical advisory board, composed in part of Public Health Serv- 
ice personnel, has completed its investigation, and recommendations have been 
submitted. 

In 1935, Congress approved an interstate compact between the States of New 
York, New Jersey, and Connecticut for the purpose of abating water pollution 
in the waters around New York Harbor. Pursuant to the compact, the three 
States set up the interstate sanitation commission. In 1956, Congress, by joint 
resolution, amended its earlier action and consented to the States conferring 
upon the interstate sanitation commission the power to make studies of smoke 
and air pollution within any and all of the territory served by the commission. 
This is a historic step in that it was the first time a number of States acted 
together through the means of interstate compact to study a common air-pollu- 
tion problem. A study was undertaken and completed during the summer and 
fall of 1957 and reported in February 1958. This study showed that, while most 
air pollution originates in or near the communities affected, there is considerable 
transport across the State boundaries. In this study, the Public Health Service 
assisted by providing personnel, equipment, and funds. 

The city of Cincinnati took the initiative, with the advice of the Public 
Health Service, in 1956 to develop a cooperative cleaner air program with its 
neighboring communities, recognizing that community boundaries do not con- 
fine air pollution. Here is another significant effort to deal with the problem 
of air pollution on a problem-area basis rather than on a basis circumscribed 
by the limits of a political jurisdiction. Seven communities in Ohio are partici- 
pating in this program at present. 

The 49th governors’ conference in June 1957 adopted a resolution recognizing 
the importance of air pollution in metropolitan areas which are often inter- 
state in character. This conference requested that the staff of the Council 
of State Governments assist a committee of the governors’ conference in study- 
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ing the legal and administrative problems of controlling air pollution, particu- 
larly in regard to interstate situations. The Public Health Service assisted in 
preparing the council report. 

During its January 1958 meeting, the executive committee of the Great Lakes 
Commission adopted a resolution recommending that the Governors of the 
Great Lakes States consider proposing enactment of uniform State regulations 
in this field. The Public Health Service has been working with the group. 

In 1957 and 1958, five communities in the Lehigh Valley area of Pennsylvania 
each enacted air pollution ordinances, but jointly employ the director of their 
air pollution control activities. 

The Ohio Valley Air Pollution Control Council, a voluntary organization, 
has been formed recently to provide services to communities in the States of 
Ohio and West Virginia in the upper Ohio River Valley area. 

A number of counties in the San Francisco Bay area, acting under authoriza- 
tion of the California Legislature, formed an areawide control district to cope 
with the problem there. 

The Public Health Service has assisted each of these organizations in a num- 
ber of ways, mainly through the provision of technical advice or participation 
in cooperative surveys. We will continue to work closely with them and to 
assist other intergovernmental organizations that may be developed to deal 
with mutual air-pollution problems. 

Only incomplete data exist nationally as to air pollution control activities under- 
taken by governmental agencies. The results of a questionnaire to all known 
interested agencies have been published in the 1958 Directory of Governmental 
Air Pollution Agencies, a copy of which is attached. The directory lists 255 
local governmental agencies engaged in air pollution control work. Of this 
total, 16 percent have jurisdiction in more than 1 local governmental area. 


Mr. Founratn. Are there any further questions ? 

Mr. Goupperc. No. 

Mr. Fountarn. Thank you very much, all of you, for coming up. 
You have been very helpful to us. 

Dr. Burney. Thank you ; you have been very gracious. 

Mr. Founratn. The committee stands recessed until further call 
of the Chair. 


(Whereupon, at 1:50 p. m., the subcommittee adjourned, subject to 
call of the chairman.) 
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(Federal Departments and Agencies) 


THURSDAY, MAY 8, 1958 


House oF REPRESENTATIVES, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE, 
Washington, D.C. 

The subcommittee met at 10: 08 a. m., Hon. L. H. Fountain, chair- 
man of the subcommittee, presiding. 

Present: Representatives Fountain, Reuss, Michel, and May. 

Also present: James R. Naughton, counsel, and Dr. Delphis C. Gold- 
berg, professional staff member. 

Mr. Fountain. The committee will come to order, a quorum being 
present. 

This morning the subcommittee will take further testimony from 
representatives of the Department of Health, Education, and Welfare. 
Our witnesses are Mr. Charles I. Schottland, Commissioner of Social 
Security; Mrs. Katherine B. Oettinger, Chief of the Children’s Bu- 
reau; and Mr. Jay L. Roney, Director of the Bureau of Public As- 
sistance. 

Inasmuch as there is a good deal of interrelationship among the 
programs under examination, it might be expedient to hear all three 
statements before the committee begins its questioning, if this ar- 
rangement is satisfactory to the witnesses. 

I believe Mr. Schottland is to be our first witness. We would be 
glad to have all three of you come up and take seats at the table. 

Mr. Schottland, I understand you have a prepared statement. 
As I indicated orally before the hearing, you may summarize your 
statements if you care to do so in the interest of time. This would 
permit you to get back sooner and make it easier for us to attend 
quorum and roll calls which are certain to come up this afternoon. 
Your statements will become a part of the record. 


STATEMENT OF CHARLES I. SCHOTTLAND, COMMISSIONER, SOCIAL 
SECURITY ADMINISTRATION, DEPARTMENT OF HEALTH, EDUCA- 
TION, AND WELFARE 


Mr. Scuorruanp. Mr. Chairman, members of the subcommittee, I 
am Charles I. Scottland, Commissioner of Social Security. On my 
left is Mrs. Oettinger, and, on my right, Mr. Roney. 

Mr. Fountatn. Before you begin your statement, Mr. Schottland, 
I wonder if you will give us a brief biographical sketch of yourself 
and of the others who will testify. 
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Mr. Scuorrianp. I will be very glad to, Mr. Chairman. 

I was appointed Commissioner of Social Security by the President 
in August of 1954. Before that, I was director of the State Depart- 
ment of Social Welfare in California under Governor—now Chief 
Justice—Warren. In 1941, before the war, I was assistant to the 
Chief of the Children’s Bureau here in Washington. Most of my 
professional experience in public welfare and related welfare activities 
has been in the State of California. During the war, I was on the 
staff of the then General—now President—Fisenhower, in charge of 
certain phases of the displaced-persons problem. My professional 
background has been in the field of welfare and public administration. 

Mrs. Oettinger, if I may speak for her, was dean of the School of 
Social Work at Boston U niversity, and comes from a long and rich 
background in the field of w elfare, having been in psychiatric social 
work in various positions as consultant to the public-welfare depart- 
ment in Pennsylvania, and was recently dean of the school from which 
we stole her to become chief of the bureau. 

Mr. Jay Roney is Director of the Bureau of Public Assistance. He 
was previously field representative for the Children’s Bureau and 
director of the State Department of Public Welfare, South Dakota. 
He also comes from the field of professional social work and public 
welfare administration. 

Mr. Founrary. Thank you very much. You may proceed. 

Mr. Scuorr.anp. I appreciate the opportunity which your invita- 
tion to the Secretary afforded me to appear before you today and dis- 
cuss the intergovernmental aspects of the social security programs, 
particularly those that involve grants-in-aid to the States. 

As I am sure you are aware, the Social Security Act was passed in 
August 1935, in the depth of the depression of the 1930’s. Under that 
act, social insurance programs dealing with risks of unemployment 
and old age were established. At the same time, the Congress recog- 
nized that many persons were already old and would not qualify for 
old-age insurance and that other immediate needs of people would have 
to be met. 

The public assistance programs, old-age assistance, aid to dependent 
children, and aid to the blind were established to help meet these needs. 
Actually, most States already had some type of program of mothers’ 
aid or aid to dependent children. Over halt had legislation for the 
needy aged, and a substantial proportion were making some provision 
for the needy blind. However, these programs frequently operated 
in only a few counties of the State under permissive statutes, and the 
amounts paid were grossly inadequate. 

Similarly, the Congress recognized the special needs of children and 
authorized under title V of the Social Security Act grants-in-aid for 

maternal and child health, for crippled children, and for child-wel- 
fare services. In all three programs, the emphasis was placed and still 
remains on children in rural areas. 

The Social Security Administration today is charged with the ad- 
ministration of four major programs—old age, survivors, and disabil- 
ity insurance; the public assistance programs; the maternal and child 
welfare programs; and the Federal Credit Union program. 

The Federal Credit Union program does not involve intergovern- 
mental relations, as such, and the old-age, survivors, and disability in- 
surance is a federally administered operation. 
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However, a number of aspects of the social-insurance program do 
involve dealings with State agencies which have, generally, been 
highly satisfactory. These include contractual arrangements with 
States for the determination of disability for purposes of the disabil- 
ity freeze and for disability insurance benefits, agreements by the De- 
partment and the States for the coverage of many employees of State 
and local government, and similar activities. 

The Federal grants-in-aid for public assistance are administered by 
the Bureau of Public Assistance within the Social Security Adminis- 
tration. Mr. Jay L. Roney, Director of that Bureau, is here before 
your subcommittee and will take up with you questions in which you 
have expressed interest. 

Similarly, Federal grants-in-aid for maternal and child health, 
crippled children’s services, and child welfare services are admin- 
istered through the Children’s Bureau, the Chief of which, Mrs. Oet- 
tinger, will also appear. 

The grants-in-aid for public assistance have been among the largest 
of all Federal grants-in-aid. At one time they accounted for more 
than half of all such Federal grants. Their present magnitude is ap- 
proximately $1.8 billion and the 4 programs under which needy people 
receive assistance under this Federal-State partnership provide pay- 
ments to approximately 5.4 million needy persons. As I indicated 
earlier, at the time these Federal grants were initiated, public assist- 
ance payments were extremely small and frequently made in only a 
few counties within a State. The Federal-State partnership carried 
with it certain minimum statutory requirements including statewide 
operation and the development of uniform and more nearly decent 
standards throughout States. 

While there are still variations among States in the levels of assist- 
ance provided that are wider than can be justified on the basis of differ- 
ences in living costs, the amount of progress that has been made and 
the continuing increases in State responsibility as well as in the total 
program has been most gratifying At the present time there are 
programs of old-age assistance, aid to dependent children, and aid to 
the blind in all of the 48 States, the District of Columbia, Alaska, 
Hawaii, Puerto Rico, and the Virgin Islands. All but four States 
and Alaska have established programs of aid to the permanently and 
totally disabled under title XIV which was a part of the 1950 amend- 
ments to the Social Security Act. 

Mr. Fountatn. Which are those four States? 

Mr. Scuorruann. Arizona, Indiana, Nevada, and Iowa. 

The public assistance programs demonstrated a remarkable re- 
sponsiveness to changing needs during the war and postwar periods 
when price changes came very rapidly and general legislation affecting 
the social insurances came slowly. 

Another outgrowth of this Federal-State partnership in public 
assistance has been the development of a strong but flexible admini- 
strative organization in the form of local public welfare offices in 
substantially every county in the United States. 

The merit system provisions of the Social Security Act have been 
most significant and constructive. State plans must provide for per- 
sonnel administration on a merit basis. Half the States do this by a 
statewide civil service system. The other half have systems set up 
primarily for the grant programs. 
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Congress enacted the merit system requirements after 3 years of 
experience without them and of abuses in some States. Informed 
observers have commented on the resultant influences in extending 
and vitalizing State civil service as well as the beneficial effect in the 
grant programs. 

The effectiveness of merit systems varies among the 48 States. The 
combination of Federal personnel standards and technical assistance 
with State administration permits realistic action to meet the changing 
needs of the program. 

In the administration of the merit system provisions, the Depart- 
ment’s Division of State Merit Systems serves the Social Security 
Administration and also the Public Health Service and the Bureau of 
Employment Security. This unique interdepartmental relationship 
makes for economy and for coordination of relations with State 
personnel agencies. 

It is my judgment, and I believe not an unreasonable one, that the 
Federal-State partnership has materially strengthened State and 
local government rather than in any way weakening it. It has been 
a source of gratification that in an operation of this size there have 
been as few questions raised in the regional hearings of your sub- 
committee as has been the case. We are certainly concerned with any 
questions raised but it is a source of satisfaction that the questions 
have not been numerous. 

In the public assistance programs the magnitude of the Federal, 
State, and local expenditures is large and it is reasonable to expect 
that Federal funds will continue for an indefinite period to play an 
important role in these programs. 

The question of division of fiscal responsibility by the States and 
the Federal Government is one which requires re-examination and 
careful study. Changes that may be desirable at one time may need 
to be deferred at another because of their impact on State and local 
fiscal structure. 

For example, recommendations that emerged from a study during 
the past year for some realinement of Federal participation in public 
assistance programs have been temporarily deferred because of cur- 
rently changing conditions in the public assistance program as a result 
of the present economic situation. 

There is one aspect of the division of responsibility with which it 
seems to me we must come to grips as promptly as circumstances per- 
mit. It would be much better if the Federal share of assistance pay- 
ments were more directly related to the fiscal capacities of the States 
and less related to the amount of payments to individual recipients. 
This is one of the areas in which I believe further improvements are 
needed. 

It is also our judgment that considerable simplification in the 
amount of auditing and control that it is necessary to have under 
present formulas could be effected if the existing maximums for money 
payments and medical care were combined and related to average 
expenditures rather than being tied to individual payments. Both of 
these suggestions are under continuing study and will probably be the 
basis of legislative proposals to the committees dealing with the Social 
Security Act. 

Unlike the very large grants-in-aid under the public assistance pro- 
grams, more limited grants aggregating $41.5 million a year for mater- 
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nal and child health, crippled children services, and child welfare 
services have served a strong stimulatory role since they were initially 
provided on a much smaller scale in 1935 when the Social Security Act 
was passed. There is no question that these grants have resulted in 
State and local expenditures several times as large as the Federal dol- 
lars involved and that they have served a stimulatory purpose in help- 
ing the States to initiate, expand, and maintain health and welfare 
services for children. 

A question has been repeatedly raised about the requirement with 
respect to child welfare services that limits the provision of local serv- 
ices to predominantly rural areas. The Commission on Intergovern- 
mental Relations recommended that this restriction be removed. The 
Administration proposed its removal in bills presented to Congress in 
1956 and we continue to believe that the change would be a desirable 
one. It is of interest to us that this recommendation has also occurred 
repeatedly in the hearings which your subcommittee has held—per- 
haps more frequently than any other single one affecting the social 
security programs. 

The Commission on Intergovernmental Relations made a number 
of recommendations in relation to welfare. One of these, regarding 
the financing of general assistance, supported the existing arrange- 
ment which continues in effect. Two were concerned with Federal 
financial responsibility in the old-age assistance program. A legis- 
lative proposal embodying one of these was submitted to the Congress 
in 1956, and while it was not enacted the question of the proper divi- 
sion of financial responsibility between the Federal Government and 
the States has continued to be an important element in our continuing 
studies, to which I have referred. I have also indicated our actions 
in relation to the recommendation for removal of the present limita- 
tion on local child welfare services to predominantly rural areas. The 
Commission’s recommendation that Federal funds be made available 
for the support of needy children receiving foster care has been care- 
fully studied but we have not as yet found an adequate solution that 
in our judgment protects all of the considerations involved. 

In the complex society in which we live with its diversities of cul- 
ture, of need, and of governmental responsibility, the grant-in-aid 
device has provided an exceptionally useful tool for promoting the 
national interest and at the same time preserving the details of op- 
eration to those levels of government closest to the individual citizen. 
The record of the past 22 years in the public assistance and maternal 
and child welfare programs affords an excellent demonstration of how 
well different levels of government can work together cooperatively 
with the use of this mechanism. 

We look back with satisfaction to the fact that there have been an 
almost negligible number of instances in which it has not been possible 
to work out on a mutually satisfactory basis the differences that have 
arisen in the administration of the programs. The statutory require- 
ments, the State plans, and a Federal role in the partnership that has 
relied heavily on consultation and leadership rather than authority 
have contributed much to the effectiveness of these grants-in-aid. 
Diligent and continuing study of needs and needed changes should 
make possible Sea ee Mrs. Oettinger and Mr. 
Roney will describe some of the steps that we are taking at this time. 
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May I again express my appreciation for the opportunity to appear 
before you today. 


Mr. Founrarn. Thank you, Mr. Schottland, for a very informa- 
tive statement. 


We will now hear from Mrs. Oettinger. We are very happy to 
have you with us. 


STATEMENT OF MRS. KATHERINE B. OETTINGER, CHIEF OF THE 
CHILDREN’S BUREAU, SOCIAL SECURITY ADMINISTRATION, 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Mrs. Oerrincer. Mr. Chairman and gentlemen of the committee, 
I am happy to have the privilege of appearing before you today to 
discuss intergovernmental relations and programs of the Children’s 
Bureau. The Bureau administers three grant-in-aid programs au- 
thorized under title V of the Social Security Act, namely, grants for 
maternal and child health services, crippled children’s services, and 
child welfare services. 

The progress made during these past 22 years of cooperation between 
the Federal Government and the States in these programs testifies to 
the soundness of this division of responsibility for initiating, expand- 
ing, and maintaining health and welfare services for children in our 
Nation. Through this partnership has come an important and wide- 
spread acceleration of progress toward achieving our national ob- 
jective of promoting and protecting the well-being of children. 

In the first place, children throughout the country now have more 
nearly equal opportunities to secure these services than was true 20, 
or even 10, years ago. In 1936, many States either had very limited 
programs or none at all. Now, all States have programs of child 
health and child welfare services which have been steadily increasing 
in size and scope during the past 2 decades. With the increasing 
growth and mobility of our population, it is especially important that 
these services should be available to children wherever they live. 

Secondly, these three grant programs have been beneficial in improv- 
ing the standards and quality of services to children. Training activi- 
ties have received emphasis throughout the past 20 years. While the 
gains resulting from these activities are difficult to measure, their con- 
tribution in these three programs is known and recognized through- 
out the country. 

Next, these three grants have helped to equalize among the States 
financial burden of carrying on health and welfare services for chil- 
dren. With the emphasis in title V on services to children in rural 
areas, the apportionment of funds in all three programs is larger for 
States with a high rural child population. These States, for the most 
part, are the States with a low per capita income. In the 2 health 
programs, per capita income is 1 of the factors taken into account in 
the apportionment of funds. 

In the fourth place, these programs have elicited strong State and 
local financial support for program development. For example, in 
1940, the total planned expenditures for maternal and child health 
services were $11.5 million. Of this amount, $6 million, or 52 percent, 
came from State and local funds. By 1958, the total amount had in- 
creased to $70 million, of which $53.5 million, or 76 percent, came from 
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State and local funds, and $16.5 million, or 24 percent, from Federal 
funds. 

For crippled children’s services, total planned expenditures in 1940 
were $9.3 million, of which $5.6 million, or 60 percent, came from State 
and local funds. By 1958 the total amount had increased to $54 mil- 
lion, of which $39 million, or 72 percent, came from State and local 
funds, and $15 million, or 28 percent, from Federal funds. 

The picture is similar for child welfare services. In 1940, State and 
local public welfare agencies spent an estimated $45 million for these 
services, including $35 million for the support of children in foster 
care. Of this total, $1.5 million was from Federal funds. In 1957, an 
estimated $159 million was spent for child welfare, including $113 
—— for foster care, almost all of which came from State and local 

unds. 

The remaining $46 million was spent for personnel, training, and 
administration, of which $38.7 million, or 84 percent, came from State 
and local funds, and $7.3 million, or 16 percent, from Federal funds. 

To help you visualize more concretely the accomplishments in these 
three programs, I would like to discuss separately some of the develop- 
ments in each: 

As stated in the Social Security Act, the maternal and child health 
grants are for “services for promoting the health of mothers and chil- 
dren.” Throughout the years, these services have been broad in pur- 
pose and primarily “preventive” in nature. 

Between 1937 and 1955, the number of expectant mothers attending 
prenatal clinics increased from about 75,000 to almost 190,000 annually 
and the proportion of mothers, per 1,000 live births, increased from 31 
to 46. During the same period, the number of infants receiving well- 
child clinic services increased from 127,000 to 517,000, and the rate, 
ood 1,000 infants under 1 year, steadily rose from 61 to 138. The num- 

r of preschool children receiving these services has increased like- 
wise. 

By far the largest number of children served through the maternal 
and child health programs are those receiving immunizations. In 1956, 
over 1,600,000 children were immunized for smallpox, 2,350,000 for 
diphtheria, and 1,800,000 for whooping cough. Over 2 million chil- 
dren were examined in school health programs conducted by State 
health departments. 

Maternal mortality has decreased to levels not considered possible 
2 decades ago. Between 1935 and 1955, maternal mortality was re- 
duced 92 percent, and infant mortality 53 percent. These reductions 
are the result of many factors, including the cumulative work of scien- 
tific research workers, educators, and the public health and medical 
professions. Undoubtedly, they reflect in part the greater emphasis 
on maternal and child health services and the greater availability of 
services made possible by these grants under the Social Security Act. 

The reduction in the mortality of infants in their first 28 days of life 
has been slower and relatively small. The leading cause of neonatal 
mortality is associated with premature birth. One of the principal 
developments in fighting this loss of life has been the increase in 
demonstration programs and other activities in behalf of prematurely 
born infants, through Federal maternal and child health funds. With 
these funds, States have developed community programs for the care 
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of premature infants, utilizing special centers in selected hospitals, 
While much has been learned, a great deal more has yet to be done to 
prevent premature birth and to apply what is now known in saving 
the lives of these babies. 

One of the most significant developments has been the establishment 
of new programs for mentally retarded children. 

Beginning in the fiscal year 1957, Congress earmarked $1 million of 
the annual maternal and child health appropriation to be used only 
for special projects for mentally retarded children. Thirty-one 
States now receive grants for such projects. Twelve other States 
are using regularly apportioned maternal and child health funds for 
programs for mentally retarded children. 

In general, the State health departments are using these funds to 
establish demonstration programs which center in a special clinic, 
Here the services provided include diagnosis, evaluation of a child’s 
rg for development, and working out with the parents an indi- 
vidual plan for continuing care and supervision. These programs 
are particularly concerned with the young retarded children who will 
live at home rather than in an institution. The response of the State 
health departments to this program illustrates the effectiveness of this 
partnership arrangement in developing better health services for 
children. 

The Social Security Act authorizes grants for crippled children’s 
services for “locating crippled children, and for providing medical, 
surgical, corrective, and other services and care, and facilities for 
diagnosis, hospitalization, and aftercare, for children who are crip- 
pled or who are suffering from conditions which lead to crippling.” 

The number of children receiving services through this program 
has nearly tripled since 1936, from about 110,000 to almost 300,000. 

The proportion of children served has also gained, rising from 24 
per 10,000 children under 21 in 1936 to 46 in 1957. 

Each State develops its own definition of crippling, either by stat- 
ute or administrative decision. Within that definition the State 
crippled children’s agency indicates the types of crippling conditions 
it accepts for care. Initially these crippling conditions were entirely 
orthopedic. Since 1939, however, there has been a steady increase in 
the number of children with other handicaps included in the State 
services, 

At present all State programs include children under 21 years who 
have orthopedic handicaps or who need plastic surgery. Over half 
the States have developed services for children with rheumatic fever. 
Most of them provide services for children with cerebral palsy, about 
one-third include hard-of-hearing children, and about 10 have serv- 
ices for children with epilepsy. Over half the States include children 
who have eye conditions which are amenable to surgery. The ortho- 
pedic services are statewide—except for the major cities. The other 
services usually have limited geographic coverage. 

The medical research discoveries of the past decade are being ap- 
plied in the crippled children’s programs and being made available to 
children in rural areas through the development of preventive and 
treatment services. These include the fitting of hearing aids for chil- 
dren with hearing impairment, special peereme for children with 
epilepsy, regional centers for the surgical treatment of children with 
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congenital heart disease, and the provision of artificial hands for chil- 
dren with amputations. As 1 ‘fiasieadion 8,000 children with con- 
genital heart disease received care in the crippled children’s programs 
in 1956, almost 4 times as many as those who received care in 1950. 
That is an important increase. 

Despite the great progress made, however, we still have a consid- 
erable way to go in fully and effectively aiding handicapped children. 
The general trend now is toward the inclusion of children with an 
type of long-term handicapping or potentially handicapping condi- 
tion. The States have been moving toward a concept of crippled 
children’s services as child centered rather than disease centered. 

I now move on to the child welfare services. 

These are social services for children with a wide variety of prob- 
lems—such as children who may be abused or neglected, children with 

hysical or mental handicaps, runaway children, children who are 

orn out of wedlock, children who are emotionally disturbed or in 
danger of becoming delinquent, and children who need temporary or 
long-time care in a foster family or in an institution. 

As of June 30, 1957, about 330,000 children were receiving child 
welfare services from public welfare agencies, more children than 
in any previous year. There were 6,300 State and local child-welfare 
employees in the 53 States and other jurisdictions. Locally, child 
welfare services have been extended to more and more counties. On 
the same date, 51 percent of the 3,187 counties in the United States 
had the services of odie child welfare workers giving full time in 1 
or more counties. 

The scope of child welfare programs in this country has steadily 
broadened. For example, State welfare departments have increas- 
ingly recognized the value of a permanent home for every child. As 
a result, child welfare workers are providing more services to children 
in their own homes and are giving more services to parents to prevent 
family breakdown. 

Setween 1933 and 1956, there was an estimated 73 percent increase 
in the number of children in foster family homes in this country, with 
a corresponding decrease of 46 percent in children in institutions. In 
1957, 22 States spent $600,000 in Federal child welfare funds to pro- 
vide specialized foster care for children with particular problems. 
The increased effort to provide permanent homes for children whose 
own homes are permanently broken is an important factor in the 86 
percent increase in adoptions between 1944 and 1956. 

Although public child welfare programs operate under State laws 
which are numerous and often complicated, the States have consistently 
made an effort to improve their child welfare legislation. This in- 
volves not only legislation directly authorizing child welfare services, 
but related legislation, such as termination of parental rights, guard- 
ianship of children, placement of children in foster care, adoption, 
care of children born out of wedlock, protection of neglected children, 
licensing of child-caring agencies and institutions, and interstate place- 
ment of children. While progress has been made in improving State 
child welfare laws, a great deal of work still needs to be done in this 
area. 

States have become more and more aware of the interdependence 
and interrelatedness of the child welfare program to other programs 
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in the community which serve children. Notable among these is the 
relationship between the child welfare and the public assistance pro- 
grams. Personnel in child welfare programs increasingly are working 
closely with those in public assistance programs to provide better 
services to children in families receiving public assistance, particularly 
aid to dependent children. Situations where serious problems relating 
to the children exist are often referred to child welfare workers, 
About 9 percent of the children served by these workers are in fami- 
lies receiving public assistance. Child welfare personnel also fre- 
quently provide consultation services to public assistance workers on 
the problems they are dealing with in families receiving public 
assistance. 

Because of the committee’s interest in the administrative actions by 
which we endeavor to improve the operation of the grant-in-aid_pro- 
grams and intergovernmental relationships, I am sure you will be 
interested in hearing a little about out joint efforts with the Bureau 
of Public Assistance and the Public Health Service to achieve the 
coordination that our many common interests make essential. 
Through joint committees, joint visits by regional staff, workshops, 
joint reports, and joint studies of State programs, the Bureau of Public 
Assistance and the Children’s Bureau continuously work closely 
together. 

The Public Health Service and the Children’s Bureau employ joint 
budget forms for State plans, and joint reporting forms. The re- 
gional staffs conduct joint program reviews in which the findings are 
submitted to the State agencies in a single document. 

The Surgeon General and the Chief of the Children’s Bureau call 
an annual conference with the Association of State and Territorial 
Health Officers to discuss matters of common interest in regard to 
program development, administrative procedures, and problems bear- 
ing on Federal-State relations. 

These techniques are simply illustrations of the basic machinery of 
our operations to assure continued close coordination of our pro- 
grams with other programs. We are constantly evaluating program 
operation and intergovernmental relationships in order to find ways 
of improving them, and shall continue to do so in the future. 

As you know, the Commission on Intergovernmental Relations rec- 
ommended removal of the present restrictions in the provisions of the 
Social Security Act that limit the use of Federal child welfare funds 
for local services to predominantly rural areas. We are in complete 
agreement with the Commission that this restriction should be elimi- 
nated. We believe that this change in the law would greatly improve 
the operation of the child welfare program. 

In conclusion, I want to join Mr. Schottland in appreciating the 
work of the committee and the committee’s invaluable contribution in 
this most important field of Federal-State-local relations. I am nat- 
urally pleased with the many complimentary statements that were 
made about the Department’s programs, including those of the Chil- 
dren’s Bureau. 

Unquestionably, Federal grants for maternal and child health, crip- 
led children’s, and child welfare services have had an important ef- 
ect in achieving national objectives in behalf of children. I am 

convinced that the States have grown stronger and have improved 
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many of the basic services required by their citizens as a result of 
their partnership with the Federal Government in these grants-in-aid 
programs. 

r. Fountain. Thank you, Mrs. Oettinger for a very interesting 
and informative statement about progress in the field of child welfare. 

I think your statement and this program indicate that our people 
and their Government still recognize that the finest and the most val- 
uable crop we raise is our children. 

Both you and Mr. Schottland have stated that your Department 
supports the Kestnbaum Commission recommendation that Federal 
aid for child welfare services be made generally available in urban 
as well as rural areas. 

Is this proposed change in the law a part of your current legislative 
program ¢ 

Mrs. Orrrincer. Yes, it is. We have transmitted a proposal of 
this nature to the Congress. 

Mr. Fountatn. With reference to the Kestnbaum Commission’s 
recommendation, Mr. Schottland, that Federal funds be made avail- 
able for the support of needy children receiving foster care, you 
say this matter has been carefully studied, but that the Department 
has not yet found an adequate solution that protects all of the con- 
siderations involved. 

I wonder if you would clarify for us just what considerations are 
involved in implementing this recommendation ? 

Mr. Scuorrianp. Yes. 

The question of foster care is a complicated one. Children are 
both in institutions and in foster family homes. Some of them are 
in 24-hour care; some in day-care centers, which is another form of 
foster care. With reference to 24-hour care, some children are with 
relatives; some are not. Funds that are available through child- 
welfare services under title V can be and in some cases are used in 
connection with foster-care programs. Our problem has been that of 
trying to ascertain more fully just what the problem is, how much 
of it is now being cared for through State and local funds, how much 
through voluntary agencies, how much is a problem of possibly ex- 
tending aid to dependent children to include other relatives—that 
is, how many children are living with relatives, and how many are 
really outside of their own homes in true foster homes. 

These are some of the considerations. The basic policy which we 
have been wrestling with also is one of just how far the Federal Gov- 
ernment should extend present grant-in-aid programs, and this is a 
problem which the administration has been struggling with on a 
broad front. 

Mr. Fountarn. Do you have any figures indicating about how 
many children would be cared for if all foster children were provided 
for through this program, and the cost involved ? 

Mr. Scuorrianp. Well, that is very difficult. We can file some- 
thing for the record. Roughly speaking, there are around 270,000 
children in some type of foster care in the country, both in insti- 
tutions and in foster family homes, under public and voluntary 
auspices combined. This does not include, however, children who 
are in homes of relatives that are not considered on a typical foster- 
care basis. 
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Nor do we know really how many children are left with neighbors, 
just to care for them for a few weeks or months while parents re- 
establish a home, or deserting fathers are brought back, or something 
else. This informal kind of placement which is not licensed, and 
which under State laws generally is supposed to be licensed, ‘these 
are things we have no record of. 

(The information requested is as follows :) 


On June 30, 1957, public-welfare agencies were providing child welfare sery- 
ices for about 165,000 children in foster care as follows: 


I a ag cei 105, 000 
Be a INTTUE CNN oo soils ata nce coerce sls begets icnnics es tompemngeowonaeres See 22, 000 
In other foster homes (free or wage) 6, 000 
Be ORs i ss Shi ee ea A EE 32, 000 

Total 165, 000 

In addition these agencies were purchasing from voluntary agencies service 
and care for about 35,000 children in foster family homes or in institutions 
(There are also 70,000 children in public or private institutions and in foster 
homes of voluntary agencies for whom the public welfare agency assumes no 
financial responsibility. ) 

In the fiscal year 1957 the child welfare expenditures of public welfare 
agencies for maintenance of children in foster care were an estimated $113 
million. This amount included expenditures for maintenance of children in 
foster homes supervised by public welfare agencies as well as expenditures for 
purchase of care from voluntary agencies. If the Federal Government had re- 
imbursed the States for 50 percent of this $113 million, the cost to the Federal 
Government would have amounted to about $57 million. Reports from the 
States indicate that there are children in most States who need foster care 
and are not now receiving it. If these children receive the care they need, this 
would increase expenditures for foster care by the public welfare agencies. 

Mr. Fountarn. I expect you have quite a bit of sentiment on the 
part of the institutions for Federal aid for foster children, do you not ? 

Mr. Scuorrianp. Mrs. Oettinger may wish to speak to that. Gen- 
erally speaking, the institutional population is going down in the 
United States because of the desirability of taking care of most 
children in a family setting. Very few institutions, have very young 
children any more. 

Certainly the well-recognized institutions with high standards do 
not accept the very young children. States have closed most of the 
sections in institutions where the infants were cared for and placed 
them in family homes. This is one reason the institutional popula- 
tion is going down. 

Mr. Fountarn. I i imagine the public funds which they use are local 
funds. 

Mr. Scuorruanp. Yes. 

The public funds that are used are State and local funds. We do 
have, interestingly enough, one source of funds for many children in 
institutions or foster family care, which are the survivor benefits of 
old-age and survivor’s insurance. We have over a million and a half 
children receiving these benefits. : 

Mr. Fountarn. I am sorry I began questioning you, Mr. Schott- 
land, before we heard from Mr. Roney. Rather than go further, we 
will hear from Mr. Roney at this time. 
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STATEMENT OF JAY L. RONEY, DIRECTOR, BUREAU OF PUBLIC 
ASSISTANCE, SOCIAL SECURITY ADMINISTRATION 


Mr. Roney. Mr. Chairman, members of the committee, I too want to 
thank you for the opportunity to appear before your committee to 
discuss the Federal-State public assistance programs. 

I have read with very great interest your report on the replies of 
State and local governments to the questionnaire on intergovernmental 
relations, and reports of the hearings this committee has conducted 
in various parts of the country. We in the Social Security Adminis- 
tration have also been deeply interested in the report of the Commis- 
sion on Intergovernmental Relations and particularly its recommen- 
dations relating to public assistance. 

Both the Commission on Intergovernmental Relations and your 
committee have explored the use of the grant-in-aid system in the 
development of a sound Federal-State relationship in meeting certain 
responsibilities of government. In the field of public welfare, and 
particularly in public assistance, there has evolved a sound and ef- 
fective system of intergovernmental cooperation that utilizes the 
varied resources of both the States and the Federal Government. 

Under this system the States and the Federal Government work 
together in meeting the social and economic needs of people, with the 
Federal Government assisting the States through grants-in-aid and 
by making available technical assistance and consultation to aid the 
States in improving their programs. 

There are significant principles in the legislation that established the 
public assistance grants. Administrative responsibility and initiative 
were placed in the States. Broad general requirements were outlined 
in the law to identfy the national interest and yet there is considerable 
latitude allowed to develop the type of program to meet the conditions 
of each State. 

The grants in public assistance are primarily sustaining grants 
rather than the type of grant designed only to stimulate State action. 
They have unquestionably stimulated the States to improve their pro- 
grams and to greater effort in the entire welfare field. The public 
assistance titles thus provide a framework within which the national 
interest and State concern can be joined for the benefit of people in 
need. 

No system has yet been devised, and perhaps cannot be, in which 
there will be no differences in views and opinions, and this system is 
no exception. Such differences in views are not unheard of between 
States and counties, or even in families. In public assistance, they 
run the gamut from questions of whether there should be Federal re- 
quirements, in order to assure greater national uniformity, to the not 
unnatural resistance of individual States to particular matters of 
Federal policy, or Federal requirements in administration. 

During the 1930’s the Federal grants-in-aid to the States for emer- 
gency relief were the be inning, in many States, of the acceptance of 
a State responsibility for welfare. One of the significant develop- 
ments within the period of the grants-in-aid for public assistance has 
been the development in States of broad public welfare programs, 
established in State law, receiving State support, as well 5b then! and 
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applying to all people in the State who need financial assistance or 
welfare services. 

Some of these programs are largely limited to activities for which 
Federal funds are provided, but most State programs have a broader 
scope. 

These welfare programs today reflect the individual differences of 
States in background, State and local finances, and special conditions 
that affect the concern of the particular State for the aged, the blind, 
the disabled, and needy children. 

If Federal grants were not available, however, it is likely that many 
States would not find it possible to maintain an adequate program. 
If this were to come about, an additional burden would then fall upon 
the local units of government. 

Very often it is the local unit where the need for assistance exists 
that is also least able to make provision for meeting the need within 
limited tax resources. 

I have also been impressed as I have watched the development of 
State public welfare programs with the fact that the Federal grant- 
in-aid has strengthened State government. An important part of 
this development has been the establishment of State departments of 
welfare as permanent and significant parts of the governmental struc- 
ture. Although some States had pioneered in development of such 
departments, in many States they were nonexistent. This was true 
in South Dakota where I served as public welfare director. 

Prior to the enactment of the Social Security Act, the State had 
no welfare department, and I believe that South Dakota was typical 
of many States that had not taken on this kind of responsibility. 

The importance that such departments have achieved is, without 
doubt, in large part due to the large number of needy persons provided 
with financial assistance and welfare services under the State pro- 
grams. Beyond that, however, these departments have earned respect 
for their integrity of operation, for their standards of personnel, for 
their development of new ways of administering programs that must 
cover the entire State and be available to needy persons in the most 
remote hamlet. 

In some of these aspects the framework of the Social Security Act 
and the requirements that are conditions of receiving grants-in-aid 
have played a large part. Another way in which these agencies have 
won respect, which must be credited to the States an the people 
selected by the States for their jobs, is their constant search for and 
unwavering support of programs or methods which would reduce the 
need for assistance. Their support for the extension of old-age and 
survivors insurance on many occasions is an obvious example. 

As an incident of their dealing with the Federal Government, the 
State agencies receiving grants have generally worked out more 
effective policies, procedures, and organization. They have decided 
clearly what their objectives are; they have written down how they 
will carry out those objectives; they have secured their sources of 
revenue; they have worked out their relations with the localities; and 
all this has been done in such a way as to strengthen the dignity and 
the importance of the State government. 

This development of State departments and organizations has not 
been without “growing pains” in the States. Local governments 
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sometimes have to make considerable adjustment in their way of 
operation in order to fit into a statewide pattern. 

As the Bureau has worked with the States in carrying out this 
responsibility, we are aware that the Nation has much to be proud 
of because of the basic accomplishments of the public assistance pro- 
grams in providing assistance and needed services to people. 
Through these programs and the related social insurance programs, 
substantial progress has been made in establishing a floor under living 
standards in this Nation. As we look back 20. years or more it is 
impressive how much has been done to reach this goal. 

he State old-age assistance programs are providing financial as- 
sistance and related services to about 2.5 million aged persons to 
enable them to secure the necessities of life and to help them attain 
as much economic and personal independence as possible with special 
emphasis in relation to self-care. This program is a necessary com- 
plement to the Federal old-age and survivors insurance program for 
it helps to fill the gaps in the social insurance program. In February 
1958, the average old-age assistance payment was $61.08. 

Approximately 296,000 persons are receiving assistance and related 
services under the State programs of aid to the permanently and 
totally disabled with monthly payments averaging $60.57. The na- 
ture of this program requires that primary and continuing attention 
be given to the rehabilitative potentialities of disabled recipients. 

The aid to the blind yrograms of the States are serving about 
108,000 needy blind individuals. The average monthly payment 
under this program is $66.54. In addition to providing financial 
assistance, the States are encouraged to furnish services that will 
help recipients attain personal and economic independence to the 
extent possible with special emphasis on self-support or self-care and 
to provide them with opportunity to participate in community life. 

The program of aid to dependent children is one of the Nation’s 
most vital programs for meeting the needs of children. Under the 
State programs, financial assistance and services are reaching 690,000 
families; average monthly payments are $101.46 per family and 
$27.05 per recipient. The purpose of the program is to enable needy 
children who are deprived of parental support and care to have the 
economic support and services they need for health and development, 
assuring them an opportunity to grow up in their own family setting, 
to receive an education that will help them to realize their capacities 
and to share in community living. 

Special attention is being given to achieve the most effective coordi- 
nation of services for the programs of aid to dependent children and 
child welfare services. 

Due importantly to the increase in population, the trend in the 
number of recipients has been upward since 1953 in all programs 
except old-age assistance. The number receiving old-age assistance 
has declined, despite the population increase, because of the continu- 
ing growth in the number who receive insurance benefits. Some who 
receive insurance benefits, however, also need old-age assistance to 
enable them to meet their’ recurring basic needs or because of special 
needs, particularly medical care. The number of recipients receiving 
both old-age assistance and 4 insurance benefits has increased steadily 
and will continue to increase. 
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Since January 1, 1953, average payments to recipients have risen 
in each of the assistance programs. The factors accounting for the 
increase include the continuing rise in living costs, the growth in 
the volume of vendor medical payments. 

Mr. Reuss. Mr. Roney, what does that mean, vendor medical 
payments? 

Mr. Roney. Those are assistance payments for medical care di- 
rectly to the person who provides the care, like the doctor, or the 
druggist, or the hospital. It is a terminology that our field has de- 
veloped. We call it “vendor” because the payment is to the person 
actually supplying the service. Rather than paying it to the recipient 
who in turn pays for it, this is paid directly to the doctor or other 
vendor. 

Another factor besides the growth in the vendor medical payments 
and the rise in living costs 1s the improvement in State assistance 
standards. 

In recognition of these factors, Congress increased Federal par- 
ticipation in payments to recipients and to vendors of medical care 
effective October 1, 1952, and again October 1, 1956. 

There is in this country a network of State and local public wel- 
fare departments in every county in the United States to which 
individuals in trouble can go and obtain help or a sympathetic hear- 
ing. I think that is very important in a democracy where such high 
value is placed on individual worth and dignity. 

It is especially important when one takes account of the rapid 
industrialization in this Nation, the frequent movement from one part 
of the country to another of workers and their families, which results 
in people livng apart from their families and often among strangers. 

I think it is important to remember that there would not be such a 
network, or that it would certainly not be in as strong a position today 
were it not for the Federal grants to the States for public assistance 
and child welfare services. 

As I indicated, we have followed closely the development of the 
report of the Commission on Intergovernmental Relations and the 
recommendations in it that relate to public assistance. The thought- 
ful work done by the Commission has been greatly appreciated by 
those of us entrusted nationally with the administration of the pro- 
gram and by the State public welfare administrators as well. 

I am aware that many of the people that testified before this 
committee in its hearings around the country gave their views on 
the kind of fiscal relationship that there should be between the Fed- 
eral Government and the State, with respect to the cost of public 
assistance. This is a highly complex matter and one that defies 
attempts to simplify. What we all want is a balance between the 
Federal Government and the States in paying for the cost of this 
program, a balance which wHl provide for the Federal Government 
to put into the program as much money as is needed to maintain 
the national objectives. 

Our study of this matter has indicated the desirability of a change 
in the basis of Federal financial participation in assistance expendi- 
tures that would more nearly relate the Federal share to the fiscal 
ability of the States. Also, if the maximums for Federal participa- 
tion in assistance expenditures under the present formulas were re- 
lated to a monthly average amount per recipient rather than to 
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individual payments, fiscal and other administrative procedures 
would be greatly simplified. 

There are many different opinions on this subject and these view- 
»oints have been under constant and continuous study within the 
Trevcabieves. The viewpoint of the Commission on Intergovern- 
mental Relations in this matter has played an important part in our 
deliberations. 

Since we recognize so well the value of the grant-in-aid device for 
achieving a national objective in the field of public welfare, we have 
been keenly aware of our responsibilities to keep this machine work- 
ing smoothly. We recognize there are elements of a partnership be- 
tween the Federal Government and the States, and we realize that 
partnership atmosphere must prevail if there is to be an effective 
relationship. 

We have used several different ways to dothis. We are in constant 
touch with the States through our regional staff in the nine regional 
offices of the Department of Health, Education, and Welfare. 

We, in Washington, meet with all the State public welfare ad- 
ministrators at least annually, and usually more often. At these 
meetings opportunity is afforded for a discussion of mutual problems, 

licy issues, legislative proposals and the like, and we have benefited 

rom these discussions. 

In addition, advisory groups, committees, and representatives of 
other agencies are invited to Washington as the occasion demands, and 
we take care that there is an adequate representation from among 
State public welfare departments including some State administrators 
or top State staff. 

Generally, we follow the practice of having State people in directly 
after the enactment of important legislation to discuss possible ap- 
proaches to its administration. This was done after the 1956 amend- 
ments to the Social Security Act. Whenever the Bureau is consider- 
ing the issuance of a major piece of policy, we have long made it a 
practice to secure, from representatives of the States, their comments 
and reactions. 

For several years, the Bureau had a committee studying the Fed- 
eral requirements for State public assistance plans. From the work 
of this committee has come an approach to the development of these re- 
5 pee acon before their inclusion in the Handbook of State Public 

ssistance Administration. This is the official medium for the 
issuance of policies and recommendations relating to the public 
assistance titles of the Social Security Act. 

Succinctly stated, the criteria applied are “Is this requirement nec- 
essary? Is this requirement clear? As we revise sections of the 
Sendiosls the criteria are applied to existing policies, and necessary 
changes are made. 

In addition to the continuing service given by regional staff, tech- 
nical assistance and consultation are available to the States from our 
central office. These services have been used extensively in both pro- 
_ and administrative areas such as implementation of new legis- 

ation on medical care, training and social services; need determina- 
tion and standards of assistance; special aspects of the programs for 
the disabled and for dependent children; administrative and fiscal 
standards; and methods for quality control and improvement of 
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various aspects of public assistance administration. In these and 
other ways we are constantly seeking out State experiences and making 
them available to other States. 

These various ways of working cooperatively with the States on 
matters of program development and administration are very well 
illustrated in a recently completed report on Federal participation 
in the costs of public assistance administration. 

The preparation of the report involved joint work with the States 
in assembling the necessary information, meetings with State welfare 
administrators, and conferences with States and with our regional 
staff. Future work on the suggestions for improving the admin- 
istration of public assistance w ill be carried on cooperatively with the 
States in the same way. 

We have been pleased to note the generally favorable comments 
which were made by persons around the country when testifying be- 
fore this committee. It has been very satisfying to us to find a gen- 
eral acceptance by people who have testified on public assistance, not 
only of the program, but of the way in which it is being administered. 
We realize that there are questions raised about some of the details 
of administration. We are watching these constantly because it is 
our objective to reduce their impact on the States and avoid compli- 
‘ated and unnecessary work. 

We have also noted with satisfaction that in the testimony submitted 
to the committee it was pointed out that the programs of aid to de- 
pendent children and child welfare services are complementary public 
programs in behalf of the children of the Nation. Identified also was 
the need for the closest possible relationship between the grant-in-aid 
for child welfare services, administered by the C hildren’s Bureau, 
and the grant-in-aid for aid to dependent children. 

We in the Bureau of Public Assistance and the Children’s Bureau 
are convinced of the importance of close working relationships and a 
common philogophy in our programs. 

The emphasis on services in the 1956 public assistance amendments 
highlighted not only the desirability but the necessity of even closer 
cooperation. The Bureau of Public Assistance and the Children’s 
Bureau have been working jointly on ways and means of achieving 
greater clarity and the dev elopment of methods whereby States can 
make the most effective use of both programs in serving children. 

I am confident that further success will be achieved in the very 
desirable goal of coordinating work with children. This is, of course, 
only one of the programs with which cooperation is important—close 
working relations are maintained with the Bureau of Old-Age and 
Survivors Insurance, Office of Vocational Rehabilitation, Public 
Health Service, within the Department, and with other related pro- 
grams in other departments. 

The public assistance program of this country is a dynamic one that 
calls for the best in skill and competence at each level of administra- 
tion—Federal, State, and local. The soundness of the Federal-State 
relationship and the value of Federal grants-in-aid has clearly been 
demonstrated in the improvements that have come about as the result 
of joint efforts to develop public assistance programs that are re- 
sponsive to the welfare needs of people whenever or wherever they 
arise. 
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The interest ih andwtiderstanding of the public assistance program 
as shown throughout the country in the response to the work of your 
committee has been rewarding. It will, no doubt, result in a substan- 
tial contribution to Federal-State relations in public assistance. 

Mr. Fountarn. Thank you very much, Mr. Roney, for another very 
informative statement. 

I regret that the pressure of so many commitments and so many 
committee meetings on Capitol Hill today has made it impossible for 
all of our subcommittee members to be present to hear this very valu- 
able testimony. And for the first time during all of these subcommit- 
tee hearings, I myself will have to leave early, at 11:30, with my dis- 
tinguished colleague, Congressman Reuss, taking over as presiding 
officer. 

I have a few questions I would like to ask before leaving. 

Mr. Schottland, the Kestnbaum Commission recommended the adop- 
tion of revised formulas to govern Federal financial participation im 
the public assistance program. The Commission favored two basic 
changes: 

One, compute the maximum State expenditure in which the Federal 
Government will participate in terms of an average of all payments 
in each category, up to the case maximum, rather than on an individual 
case basis, and 

Two, relate the amount of State matching funds required to the 
State’s fiscal capacity as measured by per capita income. 

Do I understand correctly from your statement on page 5 that your 
department is in favor of these recommendations ? 

r. Roney. That is correct, Mr. Chairman. 

Mr. Scnorrianp. That is correct, Mr. Chairman. 

We favor the two principles—that is, Federal matching on the aver- 
age, as well as Federal matching based on fiscal capacity of States. 

Mr. Fountain. The subcommittee has received considerable testi- 
mony in support of computing Federal participation on the basis of 
an average of all payments in each category. The present formulas, 
we have heard, require very complicated record keeping and auditing, 
and therefore are costly to administer. 

When you speak of relating Federal grants more directly to the 
fiscal capacities of the State, do you have in mind an equalization 
formula along the line of the Hill-Burton formula? 

Mr. Scuorrianp. Yes, something along that line, Mr. Chairman. 

Mr. Fountain. The subcommittee has also heard much criticism of 
the cumbersomeness of present public assistance formulas. Until such 
time as a new formula containing a larger degree of equalization is 
thought desirable by the Congress, what is your opinion as to whether 
or not it would be advantageous to propose for immediate adoption the 
computation of the Federal share on the basis of average assistance 
payments? 

Mr. Scnorrianp. Well, it isa little complicated. 

_ The problem is this: If you don’t go to an equalization formula, but 
just to the averaging, keeping the maximums at the present amounts, 
we have to weigh whether or not, just going to the averaging, warrants 
the increased Federal expenditures. 

Now, we favor averaging. The question is whether averaging 
should be accomplished without other changes in the formula be- 
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cause the effect of averaging alone would be two things... It would 
simplify administration, but it would substantially increase Federal 
expenditures. 

Mr. Founrarn. Dr. Goldberg ? 

Mr. Gorpperc. Mr. Schottland, couldn’t a simplified formula. be 
worked out that would provide the States approximately their present 
grant amounts but which would reduce the burdensome amount of 
bookkeeping, calculating, and accounting now required of the States 
and localities by the present complicated formula ? 

As I understand it, the Federal share of State assistance payments, 
in OAA for example, is now computed on the basis of four-fifths of 
the first $30 of the average walinthiy payment to all recipients, plus 
one-half of the balance in each individual case up to $60, plus an addi- 
tional amount for the Federal share of medical care payments. UWn- 
der the present formula, therefore, the States and localities have to 
work with three different sets of computations. Would it not be pos- 
sible to devise a simplified formula which would retain the present 
amounts the States are receiving, but eliminate a lot of this detailed 
bookkeeping ? 

Mr. Scruiorrtanp. J think it would be possible to develop a simplified 
formula, Mr. Goldberg. But I think it is extremely difficult unless we 
are willing to “pay a price.” The price is increased Federal grants. 

You see, you can’t have an average amount that affects New York 
and Mississippi in the same way, because of the differences in the size 
of their grants. So that to keep from reducing the grant to one State, 
or increasing it too much to another State, does present complications. 
Now, we are working on it. We are not averse to making the thing 
simpler, but you have these problems of the funds involved. And you 
have other problems, when you begin to fuss with the formula on an 
averaging basis. For example, in old-age assistance now, we say we 
match up to $60. 

In effect, Congress has declared a national policy of matching up to 
$60. If you goon the average, you would have to look at the Federa] 
fund average—for instance, the maximum now is $39. The average 
would have to be less than that. The Federal Government would then 
participate in an average payment of maybe $50 or $55, whatever 
it. figured out to be, to make the total Federal expenditure approxi- 
mately the same. 

This would involve the question of whether Congress would like to 
move in that direction. 

Mr. Roney. There is one other factor, I believe, involved in reply 
to your question, too, and that is, going to averaging without a con- 
sideration of the variable would probably throw the present balance 
off even more. In other words, under averaging, the States with the 
higher per capita income would get greater benefits than the low- 
income States. So that it would leave you with even a greater in- 
equity ina sense. So it raises a major question of whether you should 
treat them separately. 

Mr. Gotpperc. Do you feel the development of a substitute formula 
that would introduce only the averaging aspect would not be workable 
without dealing with the equalization factor at the same time? 

Mr. Roney. I wouldn’t say it would not be workable. I would say 
there would be some of these factors that would have to be taken. into 
consideration. 
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Mr. Goupsere. Let me rephrase the question: Would not be work- 
able in terms of maintaining the present relative amounts that are 
going to the States? 

'. Mr. Roney. Yes. That would come into the picture, I think, as Mr. 
Schottland has suggested. 

Mr. Scuorrianp. In other words, to illustrate it, it is a complicated 
thing, to show how it would work. Take a State like New York which 
has many payments over $60. All of that which is not now reim- 
bursed by the Federal Government would come into the average, so 
that if they had a $80 grant and a $30 grant, and we matched on an 
average up to say $50 they would then pay $110—$80 and $30 for the 
two cases, that would eliminate only $10 as being unmatchable and 
they would get reimbursement on an average of $50 for these two cases, 
which would be more than they are getting today, because today we 
would match on $60 of the $80 payment, and the full $30 payment. 

So naturally in the high-income States they would gain on an aver- 
aging basis. 

Mr. Gotpserc. That would be true, Mr. Schottland, if at the same 
time the Federal Government removed the case ceiling. But I think 
the chairman was raising the question of whether or not the Depart- 
ment would find it advantageous to introduce averaging with the main- 
tenance of a case maximum, until such time as the Congress felt it 
wise to move in the direction of an equalization formula. 

Mr. Scuorrianp. Mr. Roney may wish to comment on this, but if 
you set averaging up to a maximum of $60 per case, that is, you 
couldn’t include more than the first $60, I don’t think it would simpli- 
fy it because the States then would still have to keep a record of every 
individual case, and not put into the average anything more than $60 
in a particular case, or any other figure, so that it seems to me you get 
the advantage of simplification only if you make it possible for the 
States to put all their expenditures in the “pot”, divide them by the 
number of cases, arrive at an average, and you match up to an average 
per case. 

I wouldn’t say it doesn’t simplify it a little, but it certainly doesn’t 
simplify it to any great degree. 
Mr. Goisianie. That is certainly true. 

Some of our witnesses did seem to think it would be desirable to 
simplify even to the extent of combining the separate operations that 
are now necessary within the case maximum, with the case maximum 
remaining. I certainly would a with you that if we were to re- 
move case maximums entirely, that would be an additional element 
of simplification. 

Mr. Beenvath asin Incidentally, that also does what Mr. Roney men- 
tions. It widens the discrepancy between the high-income and low- 
income States, because in the high-income States, if it is set at $60, 
the present maximum, they have a lot more payments that fall in the 
$80, $75, $65 class than the other States, and they would all be aver- 
aged in with payments below $60. 

So that there would be a tendency, even there, to have a wider dis- 
crepancy between the high- and the low-income States that make few, 
if any, eee above $60. 

Mr. Fountain. We are trying to direct our questions to the person 


we think is best prepared to answer, but we aren’t always sure. So 
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please feel free to yield to your associate if the queston is not prop- 
erly directed. 

Mr. Schottland, the open-end grant, without the control of a Fed- 
eral definition of “need,” apparently has produced sizable interstate 
differences in the character of the public assistance program. 

A closed-end grant formula and the development of national eligi- 
bility conditions would seem to be logical methods for bringing about 
a more uniform treatment of needy persons from State to State. Can 
you suggest any other methods for accomplishing this objective? 

Mr. Scuorritann. If I might start discussing that, Mr. Chairman, 
if you won’t think it presumptuous, may I raise a question with refer- 
ence to your statement ? 

I do not believe it is correct that a closed-end appropriation with 
Federal standards would bring about a more uniform administration 
of the program. 

You see, if you have Federal standards in a closed-end appropria- 
tion, you are putting the States in an almost impossible position. 

Mr. Go.tpserc. May I interrupt, Mr. Schottland ? 

These would appear to be two alternative methods for achieving that 
result. We recognize both of them have some difficulties. 

Mr. Scnorrianp. I think there is no question but that some Fed- 
eral standards would achieve greater uniformity among the States. 

But, with reference to the closed end, I don’t think the closed end 
will achieve greater uniformity among the States, because the closed 
end has the disadvantage in this kind of program of freezing Federal 
contribution; and, if the State caseload goes way up because of local 
conditions, the only alternative the State has, if they don’t have addi- 
tional State funds available, is to reduce standards or shift standards 
in accordance with the economic situation in the State. 

Particularly is it complicated because of the fiscal arrangements 
under which States and the Federal Government work. As most 
States have to have their legislative appropriation long before the 
know what the Federal appropriation is going to be—that is, we don’t 
know what we are going to give the States for fiscal year beginning 
July 1—we may not know until August. 

It depends on how fast the Congress acts. 

We may have to go along on a tradition and hope and understanding 
that the funds will be forthcoming. 

Now, the States make their appropriations frequently in January, 
February, and March for the coming July. It seems to me to raise 
real difficulty to say to a State we are going to give you a closed appro- 
aed we are going to give you, say, $1,100,000. Now, you don’t 

now quite what your program is going to cost. We are not sure we 
are going to give you the $1,100,000 until after Congress has acted. 
Congress might decide not to give it to you, but in the meantime 
you go ahead and budget anyway, months in advance. 

That is the difficulty of a closed appropriation, in this kind of a 
program. 

So that we have always felt that the only practical way to handle 
this is to say the Federal Government, in expressing its national in- 
terest, has an interest in every case, and therefore we say to the States, 
you develop eligibility requirements that meet our general Federal 
standards, and¢hen for every case we will match. 
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It seems to me that. the open-end appropriation, in this kind of 
rogram, at this stage of the game, where it is so uncertain, particularly 
in a period like we are in now where the employment situation does 
affect particularly the aid to dependent children caseload, that a closed 
appropriation presents a real difficulty. I didn’t mean to make a 
speech, Mr. Chairman. 

Mr. Founratn. That is all right. It is also hard to get the States 
to do something they don’t want to do. 

Mr. Roney. That is another aspect I wanted to comment on. If 
you take the other alternative, that of national standards, even in 
open-end appropriations, you run into a very difficult matter in relation 
to States’ rights in relation to Federal control. 

Mr. Schottland, I think, was speaking primarily to the closed-end 
aspect of the two alternatives, which you had put in. I think the 
other one is very important in the matter of our present arrangement. 
There certainly are differences between States, but that has been 
one of the advantages too, that they could adjust to the varying 
conditions and the needs as they see them in their States. 

Mr. Gotpperc. The availability of Federal funds to cope with large 
swings in the relief load is due largely to the fact that supplemental 
appropriations are voted by the Congress. 

Questions are raised every now and then as to whether the States 
can’always expect to have their payments matched, or whether there 
is going to be some difficulty in obtaining that money from Congress. 

Based upon past experience, of course, there appears to be a con- 
tinuous flow of funds so that the States can act with the expectation 
that they will be reimbursed. Would your position be the same, Mr. 
Schottland, if under a closed-end arrangement the States could feel 
certain that, let us say in the AB program—where your chart shows 
the number of cases is relatively constant from year to year; this 
program apparently is not very susceptible to changes in economic 
conditions—the appropriation will be continuous from year to year? 
Would that make the closed-end appropriation any more acceptable? 

Mr. Scuorruanp. Well, I would think, Mr. Goldberg, that you 
cannot have a closed-end appropriation with a guaranty from Congress 
that there would be a supplement should the need arise. 

In other words, there would be no closed end, if it really wasn’t 
closed end. Closed end implies that this is what the States get, and 
that is it, unless there are some extraordinary demands, and then 
Congress might consider a supplemental. But if you had any kind 
of an understanding, obviously you wouldn’t have really a closed end. 
I would think also that—furthermore, I don’t think a mere statement 
that it would be the purpose of the Congress to see that the basic needs 
are met would fill the bill. Even with an open end, occasionally we 
have attempts to close it. With all due respect, again, the House last 
oa closed or attempted to close the appropriation for administrative 
costs. 

Whether this was legal or not it is not a question for me to raise, 
The Social Security Act provides an openend. But the House decided 
they were going to make a closed-end appropriation for administrative 
costs, irrespective of the Social Security Act. 
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The Senate did not go along. The States have seen this, so they 
say that even under an open end they are not always assured of an 
open end. 

So on closed end, they are not always assured of the money. 

Mr. Gotpeere. I think, Mr. Chairman, for purposes of bringing this 
discussion back to the original point, it should be made clear that the 

uestion does not relate to the relative merits of the open-end and 
closed-end grant. The question relates to the fact that there are large 
disparities in assistance standards from State to State, not so much in 
the level of payments as in the eligibility conditions, particularly in 
the old-age assistance program. 

The chairman has suggested that two methods have been proposed 
as possible approaches for moderating these interstate disparities: 
(1) The introduction of a closed-end grant, so that each State will get 
an equitable share of Federal money, or (2) the establishment of a 
Federal definition of need. 

The chairman originally asked whether you could suggest any 
other methods for bringing about a more uniform treatment of needy 
persons from State to State. We were getting somewhat far afield in 
talking about the relative merits of open-end and closed-end grants. 

Mr. ScnorrLanp. I appreciate that. Maybe Mr. Roney would like 
to comment on it. 

I would just like to state it is possible, of course, to have more uni- 
form standards by having Federal requirements. That is very ° 
obvious. The question is whether or not it is desirable. Take, for 
instance, relative responsibility; is it desirable for the Federal] Gov- 
ernment to say all States must hold relatives responsible, or con- 
versely, all States cannot hold relatives responsible ? 

Now, the States split on this issue. Some States want to hold rela- 
tives responsible, and other States do not. 

The query whether it is good public policy for the Federal Govern- 
ment to have a position on this matter, in view of the Federal-State 
relationship. After all, the purpose of a grant-in-aid program is to 
assist the States in their program, and you have a serious philosophi- 
cal as well as public policy issue, as to how far the Federal Govern- 
ment should go in establishing standards. Do you wish to say 
anything ? 

Mr. Roney. Well, just as an extension of your point as an illustra- 
tion. You can take also the matter of liens on property as one of the 
policy issues. Some States have them, some States don’t. 

That, I think, illustrates very well the difficulty we would have de- 
eiding nationally on that issue, because the States with higher incomes 
where people are more likely to have resources would argue that they 
find it very good to have a lien on property. On the other hand, in 
some of the low-income States, they would argue that is is just a use- 
less routine to go through because so few people have property or 
resources of that kind, so that it isn’t worthwhile because of the lower 
income group with whom they are dealing. 

That just illustrates again one of the difficulties. To your original 

uestion, is there a method other than these two alternatives? I would 
think, going back to what we were discussing before, that a great. deal 
of impact—it wouldn’t clear up the situation completely—but a great 
deal of impact might be made on the situation nationally if the two 
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things were accomplished, that is, a more truly variable approach to 
the formula, along with averaging for simplification of administration. 

Mr. Gotpperc. However, these approaches would do nothing, would 
they, toward establishing uniformity in the character of the program 
in those instances where 0 AA is interpreted as a pension program in 
one State and subject to a rigid needs test in another? 

‘ Mr. Roney. Not directly, I believe. 

Mr. Gotppera. I don’t really see how they would impinge upon that 
particular problem at all. 

Mr. Ronry. I was thinking some of those States might, if they had 
more money available, turn more to a more definite need program 
than the pension approach. I think there has been some effect on 
the pension ap;roach because of a very limited amount available 
for a large number of people, and you come out then, oftentimes, with 
the more or less pension-type of approach. 

Mr. Goupprera. Yes, there is an influence there. 

Mr. Roney. That is problematical as to what it is going to do. 

Mr. Gotppera. I agree with you gentlemen that it is a philosophical 

uestion as to how far the Federal Government ought to go in estab- 
lishing standards. 

Just as a conceptual approach to the problem, I think it would be 
reasonable to expect that the greater the proportion of Federal funds 
going into old-age assistance, or the other categorical programs, the 
stronger is the justification for having uniformity throughout the 
country. If further development of the old-age-assistance oe 
is going to be in the direction of perhaps a 60, 70, or 80 percent . 
eral participation, it certainly is unfair that the taxpayers in those 
States that maintain rigid standards should have to help pay for the 
maintenance of the sok person in a State that has what in effect is a 
pension program, under the circumstances where that elderly per- 
son has close relatives who are financially able to contribute toward 
his support. 

As we approach the opposite pole of a relatively low percentage 
of Federal participation, the necessity of Federal standards, in my 
judgment, becomes increasingly less. 

Mr. Fountain. Are you thinking of the State of Louisiana? 

Mr. Gotpserc. Louisiana is usually cited as one extreme, since there 

are approximately 6 out of every 10 aged persons on the OAA rolls. 
_ Mr. Fountain. Of course, Y think all of us are very much much 
interested in seeing that the needs of our people are a uately met, 
and yet, I can very well appreciate that it would be eather difficult 
to establish a definition of need that would be completely uniform 
in view of the differences in the States, such as variations in living 
costs and things of that kind. 

Is it your feeling that too much uniformity along these lines might 
seriously impair the Federal-State relationship? 

Mr. Scnorrianp. I think, Mr. Chairman, my personal opinion is 
that it would depend on how far we go. Obviously you can establish 
some standards that have very little effect on the Federal-State rela- 
tions, easily adhered to, and we do have certain things now. 

If you go very deeply into the subject, and you establish important 
Federal standards, I think this would raise very serious issues. 
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Take the question that Mr. Roney answered, of liens on property. L 
think any attempt to legislate a policy at the Federal level on whether 
States should or should not have liens would result in a very serious 
Federal-State relations problem and probably pretty unanimous opin- 
ion on the part of States that they would not wish it, and would strenu- 
ously oppose it before the Congress. So that there are those considera- 
tions that make it difficult to diseuss the whole area of Federal 
standards. 

Mr. Fountain. I was a member of the State legislature when we 
adopted the lien law in North Carolina. I know it was highly contro- 
versial, and there are still some who contend that because of it a lot 
of needy people are not getting assistance and will not go to the Depart- 
ment and seek aid. But I believe it is becoming more and more ac- 
cepted. Even Dr. Ellen Winston, the commissioner of public welfare 
in my State, who I think may have been skeptical about the program 
to begin with, now says it is serving a very useful purpose in North 
Carolina. 

I am not sure I would want the Federal Government to tell all the 
States they had to adopt a lien law. It seems to me, in view of the 
variations which exist in the States, that it would be difficult to estab- 
lish a uniform definition that would actually end up in being uniform. 
It is not always easy, is it? 

Mr. Roney. No. 

Mr. Fountain. Congressman Reuss, will you take over ? 

Mr. Revss (presiding). Mr. Goldberg, will you continue your ex- 
amination? Let the record show that Re ‘presentative Michel and 
myself are here constituting a quorum. 

“Mr. Gorpsrrc. Somewhat an: ilogous, Mr. Schottland, to the ques- 
tion of whether there ought to be a uniform policy with respect to 
requirements under these programs, isn’t it true that the Federal Gov- 

ernment requires that there be a uniform policy within each State? 

Mr. Scuorrtanp. Yes, that is true, and the basic reason for that is 
that. at the beginning of the program it was obvious that the Federal 
Government could not make a grant to a State and have 2 citizens of 
that State receive entirely different treatment because of some local 
determination, that we could not deal with 3,000 counties, we had to 
deal with 1 State. The State had to present a plan which was uniform 
throughout the State. 

Mr. Gorpserc. I believe that policy is based upon the requirement 
in the Federal act that there must be a State plan of operation which 
is effective in all political subdivisions of the State. 

For many years, it appears that the Social Security Administration 
did not pursue aggressively in some States adherence to the require- 
ment that there be uniform eligibility conditions within a State. 

Mr. Scuorrianp. Well, I’m not sure, Mr. Goldberg, what. you mean 
by “pursue aggressively.” 

Mr. Go.pserc. Let me give you a specific example. 

It was not until 1950 or 1951, when the APTD program was started, 
that pressure was put upon New York State to have uniform state- 
wide budget standards and relatives responsibility provisions for the 
58 administrative units of the State. 

Prior to that time there was probably as much variation between the 
counties of New York State as there is between the States of the 
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United Stategs,And-yet that situation hat-continued for‘many years 
until the APTD program came into existence, at which time the Social 
Security Administration insisted that New York establish uniform 
standards for each of the Federal categories. The only permissible 
basis for variations in county standards were such things as differ- 
ences in the cost of living or in certain local conditions. Is that not 
true, Mr. Schottland ? 

Mr. Scnotrruanp. Well, I don’t think it is correct, Mr. Goldberg, to 
say there was as much variation among the counties as there is among 
States. 

Mr. Gorpserc. In New York State? 

Mr. Scuorrianp. In New York State. I think there were some 
differences which the administration tried to work out over a period 
of time. 

This brings up the whole question of Federal-State relations in deal- 
ing with 53 States, and over 3,000 counties throughout the States, or 
dealing with the States and representatives of 3,000 counties, and have 
to supervise them. a 

Every once in awhile we do have problems, some of them are very 
minor and relatively insignificant. Obviously, it isn’t either good 
Federal-State relations or good public policy, or in the interest of the 
people the programs are designed to help for us to say we are not 
going to give a whole State any money because there is some minor 
or insignificant variation, which although technically it should be cor- 
rected, it has not been. So we say to a State in a situation like that, 
now, these are the things that are not appropriate under Federal law. 
We will give you a reasonable time for your legislature to fix this up, 
or for the State to work out its relationships with the counties. Some 
of these things you have to negotiate. They are not important 
ag to create an issue which would result in stoppage of Federal 

unds, 

Furthermore, we had this at the beginning of the program. After 
all, the program is now only 22 years old, which isn’t a long time 
as far as governments go. There were many things that were not 
quite clear. Suppose in 1936 a State came in with a good program. 
There were all kinds of tag ends in their laws that had to be changed, 
and a plan was approved. Once the plan was approved you weren’t 
in a position then easily to go back and say, “Well, we want to renege 
on this now.” But when a new program came in, like aid to the per- 
manently and totally disabled, that served as a focal point around 
which we could say, “Now, we have gone along with these other things 
which we have tried to negotiate with you, but the time has come 
now in the new program when we can no longer do it.” That as the 
ree way in which some of these problems arose in a State like 

Vew York. 

Mr. Gorpserc. I cannot agree completely with your interpretation, 
Mr. Schottland, and I speak with some knowledge of the situation 
since I worked in New York State during the time those negotiations 
were taking place. Sometime I would like to discuss with you the 
extent of the wide variations that did exist in New York State at that 
time. 

The essential question involved here, I think, is whether there is 
any sound justification for permitting sizable variations in the eligi- 
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bility conditions for the Federally aided categories between States, 
while insisting upon a rigid compliance with uniform standards with- 
in a State. 

I think it can safely be said that you might have just as large vari- 
ations in living conditions between the large urban areas and the 
rural districts within a State as you could hak between an indus- 
trial and a rural State. This raises the question in my mind—and 
I’m not speaking now of the manner in which you have administered 
the program, but rather the principle of the Federal Act—if the 
Federal Government can force a State to impose uniform eligibility 
conditions for all counties or administrative units within that State, 
would it not, by the same token, be proper to have a Federal definition 
of “need” that was uniformly apilied throughout the country, with 
appropriate variations for differences in living costs and special 
conditions ? 

Mr. Scnorrianp. I think there are some fundamental differences, 
Mr. Goldberg. 

With reference to differences within counties, it should be pointed 
out that there is nothing in our present requirement where the cost 
of living is different from one county to the next which requires that 
the same amount of money be given to the individuals. 

All that is required is that if a State decides they are going to pay 
rent in New York City they have to also pay rent in Albany, if a 
person is in need of rent. This doesn’t mean they have to pay the 
same rent. They have to pay whatever the rent is. 

It seems to me that this is altogether different than saying all States 
must pay rent. Most of them would, but let’s say all States must pay 
medical care, because some States might decide they are not going to 
pay medical care. 

I think it is perfectly logical to say to the State of New York, “We 
are not going to reimburse you if you decide in behalf of your counties 
you will pay medical care and in the other half you won’t.” This is 
going to be a local determination as to what you do. It seems to us 
that we have a right to say, on the Federal level, if you are going to 
have a program in the State, you ought to take care of the same items. 
Now, if the cost of living is different, you can vary that within the 
State, but the problem in New York, as in some other States, is very 
simple. Local communities wished and the State wishes to have cer- 
tain items included in the budget for some counties but not in others. 

I think it is perfactly consistent to say to a State, you can’t do that, 
but at the same time it is perfectly O. K. to say to a State, we will let 
you decide what items you pay for. We are not going to have a 
Federal standard of saying “You must pay for rent, you must pay for 
utilities, you must pay for medical care.” Let the State decide. 

Mr. Gotpserc. This problem isn’t nearly as serious, Mr. Schottland, 
in the area of the items included in the budget and the level of pay- 
ments. The significant differences are in the proportions of people 
who are accepted for assistance in the various States. 

I think it would be more fruitful to confine our attention to the 
question of eligibility conditions, rather than the amount of money 
that is paid, although I recognize the two are related to some extent. 
But certainly relatives responsibility provisions, property limitations, 
and things of that nature are the more basic conditions which de- 
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termine whether or not a person will be eligible, more so than the level 
of the payment. 

Mr. Scuorrianp. I think the problem there goes to the question of 
whether or not in a Federal grant-in-aid program we can deal in effect 
with local communities, or whether or not our dealing is not with the 
State. If it is with the State, query, whether or not we can say to the 
State, “You can have a lien in 1 county but not in another, you can 
have relative responsibility in 1 county and notin another”? It really 
wouldn’t be having a State plan. If this isa State program, and these 
are Federal grants, it seems to us that you have to have some uni- 
formity. The 2 citizens in the State who are equally in need, and 
have recy the same situation, that we should not participate in the 
program where 1 is denied assistance on an eligibility basis and the 
other is given assistance. There ought to be some kind of uniformity. 

Mr. Reuss. May I join in the discussion about that point? 

What is more sacred about uniformity intrastate than interstate ? 

Mr. Scuorrianp. If the Federal Government has an interest in 
helping people, we ought to be in some position to say to a State, 
“Tell us what your plan is, upon which we reimburse.” That is, we 
just shouldn’t give the money to the States without any regard to what 
they spend it for. We have some knowledge of conformity with 
Federal law. 

Now, we are not in a position in our Federal-State-local govern- 
mental arrangement in the States to deal directly with local com- 
munities. The Federal Government deals with States. The local 
communities are creatures of the State. 

Now, if every community is free to decide what it is going to do, we 
don’t see how we can have any kind of Federal-State relations that 
would be meaningful. We would be dealing directly with the com- 
munities. The State would be completely bypassed. 

Mr. Reuss. Just to give my offhand reaction to this philosophical 

int, it does seem to me that if the State wants to say, “Let 100 flowers 

loom, and let each county decide as it wants on the lien law,” that that 
is the State’s public policy and you are dealing with the State on a 
diversity basis. 

I am not sure, frankly, that I see the difference between the two 
propositions; proposition 1, where it apparently is all right to let 
Alabama have a lien law and New Jersey not have one, or whatever 
the case may be, and No. 2, that it is not all right for counties within 
the same State to vary if the State, in its wisdom, thinks that it wants 
to grant that autonomy to the locality. I just register that offhand 
point of view. Now, please go on. 

Mr. Gorpserc. If I may just make an observation here. It is an 
administrative interpretation of the Department that uniformity with- 
in the State is required by the Social Security Act, and I don’t believe 
it has ever been hallensted in the courts. However, I think the basic 
issue under consideration here is why the principle is good within the 
State and not good between States. This, of course, is altogether 
apart from the question of whether you would have the authority 
under the Social Security Act, as it is now written, to tell a State that 
it had to conform to a certain pattern. 

Mr. Reuss. Did you want to adda thought on that? 

Mr. Roney. Please. 
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Mr. Reuss. Fine. 

Mr. Roney. To me, much of it does go to the relationship between 
county and State traditionally, and perhaps legally, State and F ederal. 
The State is much more of an autonomous unit in tradition in rela- 
tion to the Federal Government than the county is to the State, it 
would appear. 

Now, I am not dead certain on that, but one circumstance that makes 
me think that is that in about half the States, roughly speaking, they 
have State-administered public welfare programs. That is, ‘within 
the categories, they are completely State programs. 

Mr. Reuss. So this problem doesn’t arise there, of course. 

Mr. Roney. No, it doesn’t, but to me it is signific: int, that you can 
start up a whole State progrs am, whereas the “administration of the 
welfare programs by the Federal Government itself, in our tradition, 
would not be nearly so thinkable, it would seem to me. 

Mr. Goupsere. U Inquestionably, Mr. Roney, there are legal and 
constitutional differences between the relationship of the Federal Gov- 
ernment to the States and the relationship of the Federal Government 
or the State to localities within that State. But the basic issue here, 
I think, is the question of the desirability of having a policy of nation- 
wide uniformity in a public assistance program as against a policy 
of diversity from State to State while requirin that there be con- 
formity to certain standards within the State. T don't think any of 
us would contest the ability of Congress to write legislation which 
would require the States to have relative responsibility laws, or any- 
thing of that nature. 

Mr.Scnorrianp. It certainly could be done. 

Iwould like to point out we are not only dealing with 3,000 counties, 
we are also dealing with townships in many States where the individual 
towns run the program. 

When you talk about permitting 5,000 or 6,000 local jurisdictions 

each to decide just how they will run the program, with the tremendous 
mobility we have of population in the United States, it seems to me 
we have an almost impossible job of trying to make any sense out of a 
program of any kind, or any kind of uniform treatment of individuals. 

Mr. Gotpperc. I have just one more question relating to this point. 

Mr. Schottland, would you subscribe to the thesis that the larger 
the proposition of Federal funds going into an assistance program, 
the more justification and necessity there might be for a uniform 

national policy with respect to eligibility conditions ? 

Mr. Scnorr.anp. I would say, generally, the larger the percentage 
of Federal funds, the greater the justific ation for some type of Feder ‘al 
controls. 

Now, whether it should be in the area of uniform eligibility condi- 
tions, or something else, or whether it should be some kind of definition 
of need, it is difficult for me to say right now, but I do agree with you. 

Mr. Gotpperc. As a matter of principle 

Mr. Scuorrianp. As a matter of principle, the gr eater the Federal 
percentage the gr ° iter the necessity for some type ‘of Federal control. 

Mr. Gotpsere. I don’t think anyone would contest the necessity of 
controls. The more basic problem is whether or not there should be 
reasonable uniformity of treatment of individuals from State to State 
when the program is financed largely by Federal funds. 





FEDERAL-STATE-LOCAL RELATIONS 267 


Mr. Roney. And the practical difficulty of establishing the national 
standards. 

Mr. Gotppera. That is conceded. It is first a question of deter- 
mining whether or not it would be desirable. I don’t think anybody 
would argue there are no difficulties involved in arriving at a Federal 
definition. 

Mr. Reuss. There is time, I think, for the exploration of just one 
more subject before the recess, and I would like to raise it, Mr. 
Schottland. 

In the hearings of this subcommittee around the country, and par- 
ticularly in New York State, I was struck by testimony concerning the 
residence requirements of many of our States in the categorical aids. 
It was testified to in New York State, for example, that in their opinion 
the requirements of a good many of the States for residence, 1 year, 
or whatever it is, before you can get aid for dependent children, blind 
pensions, et cetera, has two defects :. One, it results in meritorious peo- 

»le being denied assistance for a time at least while their residence is 
eine checked. Secondly, and perhaps more importantly, it results in 
an endless, unnecessary amount of expensive paperwork in checking 
residence. When all is said and done, of course, if the person comes 
from the United States he is entitled to this aid, whether or not he 
happens to have lived in State A for the residence requirement year. 

It has therefore been suggested, and the suggestion I must confess 
appeals to me, that it would be a beneficial requirement of the Federal 
Social Security laws to provide for the doing away of this residence 
requirement by the various States as regards the categorical aids. 

I would like to have your thinking on that together with that of your 
associates. 

Mr. Senorrnanp. The administration has no official position on 
that question at this particular time. 

You have stated very well, I think, the case for doing away with the 
residence requirements in your comment. 

It is true that it causes considerable administrative difficulty, as well 
as denying aid to people who have no access to other sources and who 
may be in need. 

Mr. Reuss. I may say that with the shortage of skilled social workers 
in this country, it seems to me that we ought to try to put them to work 
at things that they do best and that are of the most necessity, and try 
to relieve them from work that doesn’t really add to the welfare of 
mankind. 

Mr. Scuorrianp. I think just to get into the record the way some 
States would feel about it, I think there would be two questions raised 
with reference to it. First, whether additional Federal standards are 
a desirable thing in the whole area of Federal-State relations. 

And, two, whether or not those States that are the recipients of 
great migrations of people would not be unfairly—would not unfairly 
have a burden thrust upon them, let’s say in States like Florida, Cali- 
fornia, and others. These are the things I am sure that they would 
say before your committee. 

Mr. Reuss. Do you know offhand how many of the States impose 
residence requirements on the categorical aids? 

I know that New York does not, and my impression is that most of 
the other States do. 
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Mr. Scuorrnann. Most of the States do. We have that informa- 
tion here. There are only five States that have no requirements. 
Mr. Reuss. Might we have for the committee’s files, the summary 
that you are looking at? I think it would be helpful. 
Mr. Scuorruanp. Yes, we would be glad to give it to you. 
Mr. Reuss. Send that to us. 
Mr. Scuorrianp, All right. 
Mr. Reuss. Without objection, the exhibit relating to residence re- 
uirements in the categorical aids will be received and made a part of 
the record. 
(The document referred to follows :) 


RESIDENCE AS AN ELIGIBILiry Factor 1n OLp-AGE ASSISTANCE * 


Federal requirement.—The State plan may not include any residence require- 
ment more restrictive than the maximums in the act, namely, for old-age assist- 
ance, 5 years in the last 9 years and 1 year immediately preceding application. 


No durational requirement on residence (5 States) : 


Hawali Puerto Rico Virgin Islands 
New York Rhode Island 


One year immediately preceding application (24 States) : 


Alabama Maryland South Carolina 
Arkansas Minnesota South Dakota 
Connecticut Mississippi Tennessee 
Delaware New Jersey Utah 

District of Columbia New Mexico Virginia 
Georgia North Carolina West Virginia 
Idaho North Dakota Wisconsin 
Illinois Pennsylvania Wyoming 


Identical or closely similar to wording of Federal Act (24 States) : 


Alaska Kentucky (3 of 7) Nevada 
Arizona Louisiana (3 of 9) New Hampshire 
California Maine Ohio 

Colorado Massachusetts (3 of 9) Oklahoma 
Florida Michigan Oregon 

Indiana Missouri Texas 

Iowa Montana Vermont 
Kansas Nebraska Washington 


RESIDENCE AS AN ELIGIBILity Factor In AIp TO THE Buinp* 


Federal requirement.—The State plan may not include any residence require- 
ment more restrictive than the maximums in the act, namely, for aid to the blind, 
5 years in the last 9 years and 1 year immediately preceding application. 


No durational residence requirement (7 States) : 


Connecticut New York Rhode Island 
Hawaii Puerto Rico Virgin Islands 
Mississippi 


One year immediately preceding application (24 States) : 


Alabama Minnesota?” South Carolina’ 
Arkansas?” Nebraska South Dakota 
Delaware’ New Hampshire Tennessee 
Georgia New Jersey Utah 

Idaho New Mexico? Virginia 
Illinois? North Carolina West Virginia 
Maryland” North Dakota Wisconsin ?” 
Massachusetts ” Pennsylvania Wyoming 


1 Compilations based on characteristics of State public assistance plans in effect May 1, 
958 


2These States make special provision to reduce or waive residence requirement when 
blindness developed while applicant was a resident of the State or for blind minors. 
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RESIDENCE AS AN ELIGIBILITY Factor IN AID TO THE BLIND *—Continued 


Identical or closely similar to wording of Federal Act (22 States) : 


Alaska? Kansas Nevada (2 of 9)* 
Arizona? Kentucky (3 of T) Ohio? 

California ? Louisiana (3 of 9)* Oklahoma? 
Colorado? Maine Oregon? 

District of Columbia’ Michigan” Texas 

Florida’? Missouri Vermont? 


Indiana . Montana” Washington (5 of 10)? 
Iowa 


RESIDENCE AS AN Exiaremiry Factor In Alp TO DEPENDENT CHILDREN’ 


Federal requirement.—The State plan may not include any residence re 
quirement more restrictive than the maximums in the act, namely, for aid to 
dependent children, 1 year immediately preceding the application or born within 
1 year immediately preceding application if the parent or other relative with 
whom the child is living has resided in the State for 1 year immediately pre- 
ceding the birth of the child. 


No durational residence requirement (8 States) : 


Alaska Mississippi Rhode Island 
Georgia New York Virgin Islands 
Hawaii Puerto Rico 


Identical or closely similar to wording of Federal act (45 States) : 


Alabama Louisiana Ohio 

Arizona Maine Oklahoma 
Arkansas Maryland Oregon 
California Massachusetts Pennsylvania 
Colorado Michigan South Carolina 
Connecticut Minnesota South Dakota 
Delaware Missouri Tennessee 
Dist. of Columbia Montana Texas 
Florida Nebraska Utah 

Idaho Nevada Vermont 
Tilinois New Hampshire Virginia 
Indiana New Jersey Washington 
Iowa New Mexico West Virginia 
Kansas North Carolina Wisconsin 
Kentucky North Dakota Wyoming 


RESIDENCE AS AN ELiarsitiry Factor In AID TO THE PERMANENTLY * AND TOTALLY 
DISABLED 


. Federal. requirement.—The State plan may not include any residence require- 
ment more restrictive than the maximum in the act, namely, for aid to the per- 
manently and totally disabled, 5 years in the last 9 and 1 year immediately 
preceding the application. 


No durational residence requirement (7 States) : 


Hawaii Puerto Rico South Carolina 
New York Rhode Island Virgin Islands 
North Carolina 


One year immediately preceding application (30 States) : 


Alabama Massachusetts Oregon 
Arkansas Michigan Pennsylvania 
Colorado Minnesota South Dakota 
Connecticut Mississippi Tennessee 
Delaware Missouri Utah 

District of Columbia Montana Virginia 
Georgia New Jersey Washington 
Idaho New Mexico West Virginia 
Illinois North Dakota Wisconsin 
Maryland Ohio Wyoming 


1 Compilations based on characteristics of State public assistance plans in effect May 1, 
95 


These States make special provision to reduce or waive residence requirement when 
blindness developed while applicant was a resident of the State or for blind minors. 
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RESIDENCE A'S AN ELIGIBILITY FACTOR IN (AID TO THE PERMANENTLY * AND TOTALLY 
DIsABLED—Continued 


Identical or similar to wording of Federal Act (11 States) : 


California Louisiana (3 of 9) Oklahoma 
Florida Maine Texas 
Kansas Nebraska Vermont 
Kentucky (3 of 7) New Hampshire 

No pregram of APTD (5 States) : 
Alaska Indiana Nevada 
Arizona Iowa 


Mr. Reuss. Did you have any additional comment on this point, 
Mr. Roney ? 

Mr. Roney. As Mr. Schottland said, there is no official position on it. 

My personal feeling is it should receive very serious consideration 
in the matter of either lowering residence requirements or abolishing 
them under the categorical aids. 

I think as time goes on, and as the Nation will become more mobile, 
and depend on mobile population, it will become increasingly neces- 
sary to help people as they become in need where they are. 

I recognize some of the difficulties involved, as well, with some 
sections and some places in carrying out such requirements. 

You know, under the Social Security Act they cannot have more 
than a certain requirement, but there is no requirement that:they have 
any. 

Mr. Reuss. What is the maximum, 5 years? 

Mr. Roney. Five of the last 9 years in old-age assistance, and so 
forth, but only 1 year in aid to dependent children—no more than 1 
year in aid to dependent children. 

Mr. Revss. Do you think it would be too much of an administra- 
tive burden—if it is } don’t, want to ask you to do it—to try to figure 
out how many social worker man-hours are spent throughout the 
country every year in figuring out residence requirements ? If it 
will take more man-hours to figure it out, I don’t want you to do it. 

Mr. Roney. I am afraid it would, that is my offhand reaction. 
There has been quite a bit of work in States on time studies in some 
States, but whether this is identified out as one of the elements to 
record separately, I have my doubts. 

Mr. Reuss. Could you do this? Could you, without the expendi- 
ture of more than 3 man-hours, get me what you can on this? It 
might be someone has done a doctoral dissertation on that and has 
the information at hand. If you can get anything, it will be helpful, 
and we will incorporate it in the record. 

Do you have anything further on this point ? 

Mr. Gotpsere. No. 

Mr. Reuss. I am informed that you gentlemen have a date else- 
where this afternoon at 2. We also, here in the House, are going 
to have a number of record votes and quorum calls, and therefore I 
think that we should, in the light of this, arrange a mutually agree- 
able time for your return. We appreciate very deeply your very 
helpful testimony, both in your papers and in your colloquies today. 


1Compilations based on ¢haracteristics of State public assistance plans in effect May 1 
1958. 
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We will either ask you to come back, or perhaps we can assemble 
the questions that we have and submit them to you and give you an 
opportunity to answer them in writing. 

I want to thank you again for your great assistance to the sub- 
committee, and we now stand adjourned. 

Mr. Scuorrianp. Thank you. 


(Whereupon, at 12: 10 p. m., the subcommittee adjourned. ) 
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THURSDAY, JUNE 19, 1958 


House oF REPRESENTATIVES, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE, 
Washington. D.C. 
The subcommittee met at 10 a. m., the Honorable L. H. Fountain, 
chairman of the subcommittee, presiding. 
Present: Representatives Fountain (presiding), Reuss, Dwyer, 
Michel, and May. 
Also present: James R. Naughton, counsel, and Dr. Delphis C. 
Goldberg, professional staff member. 
Mr. Fountain. The committee will come to order. 
Let the record show that a quorum is present. 
We are very happy to have with us the Secretary of Health, Educa- 
tion, and Welfare, Mr. Marion B. Folsom. In view of your recent 


illness, Mr. Secretary, the subcommittee is most grateful that you chose 
to appear by ewe in these hearings. 


I should like to take notice of the fact that Secretary Folsom has 
given long and distinguished service in the Federal Government in 
areas of immediate concern to this subcommittee. In 1934 and 1935, 
he served as a member of the President’s Advisory Council on Eco- 
nomic Security, a group that was very influential in shaping the 
character of our social security system. He also served, during 1937 
and 1938, on the Federal Advisory Council appointed jointly by the 
Senate Finance Committee and the Social Security Board to study the 
operation of the social security system. 

We are also aware, of course, that Mr. Folsom was Under Secre- 
tary of the Treasury before appointment to his present position of 
Secretary of Health, Education, and Welfare in 1955. While with 
the Treasury Department he was a member of the Commission on 
Intergovernmental Relations, whose report the subcommittee has 
been studying. 

Four other members of that Commission—Mr. Kestnbaum, the 
chairman, Representatives Brooks Hays and Harold C. Ostertag and 
former Gov. Sam Jones, of Louisiana—have also appeared before 
this committee. 

I find that Secretary Folsom is no stranger to the House of Repre- 
sentatives, having served as staff director of the House Special Com- 
mittee on Postwar Economic Policy and Planning back in the 78th 
and 79th Congresses. Outside of Government, Secretary Folsom has 
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gained recognition as a leader in the business community. One of the 
original trustees of the Committee for Economic Development, he was 
selected to head that national business organization shortly before his 
appointment as Under Secretary of the Treasury. I am sure that the 
members of the subcommittee join me in expressing regret that Sec- 
retary Folsom has found it necessary to leave his present position 
soon, and return to private life. 

We are fortunate, however, in having him present this morning to 
discuss with us some of the questions pertaining to intergovernmental 
relations with which the subcommittee is vitally concerned. We will 
be very pleased, Mr. Secretary, to have you proceed with your state- 
ment at this time. 
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Secretary Forsom. Thank you very much, Mr. Chairman, and 
members of the committee. 

May I express my appreciation for the courtesy you have extended 
to me and to my associates in the Department of Health, Education, 
and Welfare, in arranging for our presentation to your committee of 
information concerning intergovernmental relations and the grants- 
in-aid programs of the Department of Health, Education, and 
Welfare. 

The heads of the operating agencies of the Department have pre- 
sented detailed information on the Department’s activities and have 
already answered your inquiries on individual programs. My state- 
ment, therefore, will be somewhat general in nature. 

Many groups have addressed themselves in recent years to the sub- 
ject of intergovernmental relations and the changing roles of Federal, 
State, and local governments. I have served on the several Advisory 
Councils which helped develop the system of Federal-State respon- 
sibilities reflected in the Social Security Act; the Commission on Inter- 
governmental Relations, whose recommendations are being reviewed 
by your committee; and the Joint Federal-State Action Committee, 
whose initial recommendations have been accepted by the President 
and sent to Congress. 

From these experiences and many others, I have developed a deep 
conviction that one of the great strengths of the economic and social 
system in the United States is the great multiplicity of resources—in- 
dividual and group, private and governmental—which traditionally 
have been brought to bear in our efforts to advance health, education, 
and economic security. 

I believe it is very important to continue this cooperative relation- 
ship, which is perhaps more evident in this country than in most of the 
other nations of the world. It is important to continue to seek a proper 
sharing and division of responsibility, a combination of effort by all 
the various private and governmental sources which will produce the 
best results for individuals and for the country as a whole. 
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We should not rely on any one source of funds or effort to the 
detriment or diminution of others. President Eisenhower has re- 
peatedly cautioned, for example, against overcentralizing power and 
authority in the Federal Government, which could stifle or diminish 
State and local or private effort. Rather, the Federal Government 
should seek to encourage private individuals and organizations to 
meet the needs of the people,.and, where governmental action is nec- 
essary, to encourage greater efforts by State and local governments. 

The subject of Federal grants-in-aid often dominates in any con- 
sideration of intergovernmental relations, but there are many addi- 
tional aspects to the role of the Federal Government. The Department 
of Health, Education, and Welfare, for example, provides States and 
localities with extensive consultation, vibeabeh id, and technical as- 
sistance. The value of these services in enabling these units of govern- 
ment to serve their people has been discussed repeatedly during your 
committee’s hearings. 

The system of Federal grants-in-aid to the States, as it has devel- 
oped over many years, has enabled us to achieve national objectives 
while retaining decentralized State and local responsibility. It per- 
mits a wide latitude for adjustment to many State or local cireum- 
stances. It avoids rigid national uniformity and permits diversity 
and experimentation in methods. It has increased the effectiveness 
of both the Federal and State governments. 

Federal grants to States have tended to increase over the years, but 
they have not increased as rapidly as the total value of all goods and 
services produced in this country (the gross national product). Fed- 
eral grants represent less than 10 percent of State and local revenues; 
however, they have had a profound influence on the direction and 
growth of the government services provided at these levels. It is 
clear that: 

The grants have elicited strong State and local financial support 
for programs which otherwise might not have been developed to the 
same degree at the State and local level. 

They have attracted to programs of national importance State and 
local funds considerably in excess of the Federal grants. 

They have stimulated cooperative arrangements between the Fed- 
one peeenanant and the States in which both contribute and both 

neht. 

They have helped States to accomplish objectives which otherwise 
might not have been attained. 

The grants are primarily administered by the States whose inia- 
tive, originality, and decentralized management have provided valu- 
able flexibility and adaptability, as well as protection against 
overcentralization. 

Equalization formulas in some grants have given extra aid to low- 
income States which are limited by their fiscal] ability in acting to 
meet their own needs. This is a long-term benefit to all States. 

By and large, the Federal grant-in-aid system has helped us pro- 
gress toward higher levels of living in low-income States and in the 
Nation as a whole. The States have gained strength and have im- 
proved many of the basic services required by their citizens. 
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The Council of State Governments, after a thorough examination 
of the grant-in-aid device as applied to State-local relations, con- 
cluded that: 


* * * State aid is an important instrument for the preservation of strong 
local government. * * * It provides minimum standards of service, utilizes 
the most effective tax base, and prevents the wholesale transfer of local func- 
tions to the State level. Thus State aid increases, rather than decreases, the 
activities and the strength of local governments. 


It is equally true, in my opinion, that sound Federal grants-in-aid 
ean be a force for strengthening State governments and preserving 
and enlarging State responsibilities. 

A survey report made for the Commission on Intergovernmental 
Relations with reference to the impact of grants-in aid in one State, 
with comparable findings reported from other States, concluded : 

Grant-in-aid programs have had a significant effect upon the administrative 
practices of the State departments—personnel management is distinctly better 
in welfare, health, employment security, and highways than in the nonfederally 
aided departments. Again, the necessity of preparing annual work programs 
for the review of Federal agencies has developed a concept of the work program 
which makes for more effective and better organized administrative performance 
within those departments. Similarly the necessity of preparing monthly and 
annual reports for the review of the responsible Federal agency has improved 
the reporting practices of the State agencies concerned. This would appear to 
be in distinct contrast to the rather loose and general reporting practices of the 
nonfederally assisted State agencies. 

The stimulating effect of Federal grants upon State and local fi- 
nancial support of programs has been clearly demonstrated. For 
example, between 1947 and 1956 State and local expenditure increased 
from approximately $100 million to $310 million for community 
health, including programs for the control of venereal disease, tuber- 
culosis, cancer, etc. 

During this period Federal funds remained at approximately the 
same level. The Federal share therefore decreased from 32 to 14 
percent. The large increase in State and local] financing at least 
partially results from the stimulatory effect of the original Federal 
grants. 

There has been a similar increase in State and local support, includ- 
ing private support, of needed hospital construction ; and this increase, 
too, has been to some degree, at least, stimulated by Federal grants, 
States and localities have matched dollar for dollar Federal expendi- 
tures to survey the needs for hospital construction in each State and 
plan programs to meet these needs. The health facility needs as dis- 
closed by these surveys have resulted in the raising by States and 
localities of between two and three dollars for every construction 
dollar granted by the Federal Government. At the same time the 
volume of hospital building not included in grant-in-aid programs 
has also increased. 

These examples, and many others which my associates have men- 
tioned in their testimony, support my strong personal conviction that 
the interests of our people can be well saver by mutual sharing of 
governmental responsibility through the grant-in-aid device. 

The Federal Government has in fact been sharing its resources 
with the States in the case of the land-grant colleges and universities 
since 1862 when the Congress authorized land grants to the States 
and followed them up with annual financial grants. Despite Federal 
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financial assistance, there has been no Federal interference with col- 
lege responsibilities. 

I point this out because of its importance in relation to the pro- 
isoued Education Development Act of 1958 which is now before the 
Congress. There is at this time an urgent national interest in help- 
ing States to strengthen their educational systems along the lines 
proposed. The grant-in-aid features of the proposed legislation draw 
upon the successful experience of other Federal aid programs and are 
designed to stimulate the States’ own efforts. 

Although the grant-in-aid device has many advantages, it should 

be recognized that there are certain dangers to be guarded against 
in its use. It can be mistakenly substituted for action that should 
be taken by the States or local governments or by business, private 
organizations, or individuals. And, once used to initiate a program, 
it is not subject to easy termination. 
' Since the essence of growth is change, priorities among needs for 
governmental services will inevitably change as our population ex- 
pands and our economy develops. New problems will, undoubtedly 
arise that require in the national interest some degree of Federal 
action or leadership. Other problems. will have yielded to joint Fed- 
eral, State, and local action to the extent.that Federal assistance is 
no longer needed or not needed to the same degree. Curtailment of 
Federal assistance with respect to those programs which can be con- 
tinued on an adequate scale with State and local funds will enhance 
the Government’s ability to respond to new needs. An inability to 
reduce or terminate existing programs could limit interest in and 
funds available for new programs. 

The President has repeatedly emphasized the need for this kind of 
flexible approach to Federal grants. -He has endorsed the initial rec- 
ommendations of the Joint Federal-State Action Committee to return 
to the States certain responsibilities which now have a lesser priority 
for Federal stimulus and support and which could be carried on ade- 
quately at the State and local levels. 

To help the State and local governments do this, the committee’s 
recommendations provide also for the return of certain existing Fed- 
eral revenue sources to the States. At the same time, to strengthen 
the efforts of State and local governments in meeting new and emerg- 
ing problems of greater priority now in the national interest, the 
President has proposed such new programs as the Educational De- 
velopment Act of 1958 now before Congress. 

Many States and local governments have risen to the challenge of 
the postwar demand for needed services and facilities. They have 
broadened their tax base. They have greatly expanded their capital 
and operating budgets to provide for educational, highway, public 
health, public welfare, so housing and community redevelopment 
programs. 

They have increased their borrowing to assist in the financing of 
certain aspects of these programs. Direct general expenditures of 
State and local governments have more than tripled in the 10 years 
following 1946, increasing from $11 billion to nearly $37 billion. Dur- 
ing the same period, following the initial adjustments after World 
War II, Federal nondefense and nonsecurity expenditures have fluctu- 
ated within a relatively narrow range and have not paralleled the 
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growth of State and local expenditures. Thus State and local govern- 
ments, in recent years, have been assuming an increasing share of 
governmental costs outside the field of national security. 

The significant increase in State and local activity must not make 
us complacent, for the improvement has been uneven and limited in 
many areas. Many States will be called upon to increase even further 
their share of the total responsibility. Testimony before your com- 
mittee has brought forth some comment that the Federal Government 
on occasion has responded more readily and more affirmatively than 
the States to the demands of the people for governmental services. 
State governments need to be aware of the consequences of inattention 
on their part to important local problems that can become national 
problems. 

For instance, our metropolitan areas face vast and complex prob- 
lems as a result of their growing, shifting populations and overlapping 
governmental jurisdictions. In the absence of adequate State assist- 
ance, these areas undoubtedly will turn directly to the Federal Gov- 
ernment to seek assistance in meeting their acute problems. ‘The more 
effectively our State governmental structures, procedures, and policies 
can be adapted to present-day governmental needs, including those in 
local and metropolitan areas, the less occasion there will be for by- 
passing the State. 

While we continue to explore alternative methods for encouraging 
greater State and local responsibility and participation. in programs 
of social and economic improvement, it is essential that we work to 
maintain and increase the effectiveness and the efficiency of the exist- 
ing Federal grant-in-aid programs which have a continuing high 
priority of national interest. There are, as you know, many important 
questions and issues within these programs which require continuing 
study and review. 

The 1958 appropriations for the 23 groups of grant-in-aid programs 


of the Department of Health, Education, and- Welfare amounted to 


$2.3 billion, which was 85.2 percent of the Department’s total budget. 
The attached table, which summarizes these programs for fiscal years 
1957, 1958, and 1959, indicates clearly the magnitude and important 
geographic distribution of the grants. 

The Department is continuously studying the .operation .of..these 
grant programs for two purposes—to carry out the objectives estab- 
lished by Congress and to assist the States and localities in improving 
their programs. These purposes, in fact, are inseparable—both are 
important; both lead to increased efficiency and effectiveness. Reg- 
ular reviews made in all programs include analyzing and approving 
State plans, studying operations and administration, reporting on 
oe and achievement, reviewing merit systems, and auditing 

seal accounts. Special studies are also undertaken of the inter- 
relations of different programs, and recommendations are sought from 
advisory committees, State and local officials, and interested profes- 
sional or other groups. 

The results of these various methods of evaluation take many differ- 
ent forms. They are offered to States and localities for the improve- 
ment of their current or future operations. Some are included in re- 
visions of departmental operating regulations. Others are submitted 
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DEPARTMENT OF HEALTH, EDUCATION, AND WALFA 
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662,531 | 529,520) 4,080, 00 | F BAe (KN) | 909’ nnn | 124 An | 949 000 195. 250 | 98, 418 | 61, 161 | 4, 307, 829 | 5, 900, 050 
986 1, 209, 066 661, 075 2, 281, 747 7, 155, 735 2, 296, 458 401, 414 569, 331 110, 286 121, 145 300 10, 713, 1 

a 200 1, 267, 341 674, 150 2, 230, 882 7, 941, 000 2, 396, 000 501, 000 835, 000 131, 665 131, 804 128, 189 it Hy 148 16,872, 160 

23, 700 814, 951 683, 850 1, 779, 801 7, 989, 000 2, 510, 000 522, 000 907, 000 131, 856 133, 976 125, 173 12, 319, 005 15, 033, 696 

866 500, 000 325, 775 957, 464 1, 166, 233 489, 494 56, 619 144, 069 91, 793 28, 915 1, 977, 123 815, 411 

ie 000 500, 000 330, 200 948, 793 1, 216, 000 779, 000 , 000 153, 195 90, 981 45, 552 2, 364, 728 < 859, 491 

- 14100 500, 000 335, 325 946, 625 1, 224, 000 816, 000 84, 000 97, 667 91, 409 47, 154 2, 360, 230 3. 645. 778 

8, 939 663, 196 543, 150 1, 330, 241 2, 236, 986 723, 570 111, 203 92, 530 97, 324 56, 004 3, 480, 365 5, 738, 207 

14, 600 662, 531 529, 825 1, 340, 056 2, 652, 000 947, 000 129, 000 105, 082 98, 544 61, 350 4, 222, 976 6, 607, 859 

14; 600 500, 000 521, 925 1, 167, 325 2, 668, 000 992, 000 134, 000 105, 250 98, 418 61, 161 4, 307, 829 5, 900, 050 

51, 926 2,307,460 | 1,113, 600 4, 473, 354 8, 623, 050 5, 593, 580 470, 255 2, 057, 976 196, 592 222, 357 7, 022 17, 260, 832 26, 101, 934 

49, 000 600 1, 964, 244 | 1, 110, 125 3, 892, 719 9, 573, 000 7, 298, 000 483, 000 2, 837, 000 235, 723 206, 280 112, 577 20, 745, 580 29, 413, 669 

49, 700 400 1, 205, 558 | 1, 109, 775 3, 050, 733 9, 631, 000 7, 644, 000 503, 000 3, 083, 000 238, 356 209, 300 115, 940 21, 424, 596 26, 527, 144 

19, 471 963, 999 631, 850 2, 044, 706 4, 034, 866 5, 242, 207 171, 748 738, 617 174, 652 162, 810 83, 727 10, 608, 627 | 18, 192, 889 

18, 300 961, 237 627, 850 1, 841, 762 5, 399, 000 6, 051, 000 208, 000 990, 000 182, 555 160, 232 95, 333 13, 086, 120 20, 968, 754 

18, 400 649, 167 631, 350 1, 493, 719 5, 432, 000 6, 339, 000 217, 000 1, 076, 000 121, 472 110, 434 96, 256 13, 392, 162 15, 419, 068 

137, 766 5,923,421 | 2,749, 675 11, 854, 970 43, 027, 899 52, 154, 296 2, 253, 045 20, 081, 823 672, 465 527, 070 257, 160 118, 973, 758 140, 077, 555 

130, 800 6, 314,733 | 2, 746, 550 11, 484, 883 44, 360, 000 64, 432, 000 2, 363, 000 18, 989, 000 726, 527 558, 119 312, 597 131, 741, 243 152, 316, 226 

126, 000 3,611,471 | 2,744,325 8, 442, 396 44, 629, 000 67, 492, 000 2, 462, 000 20, 631, 000 618, 721 441, 633 313, 906 136, 588, 260 151, 416, 137 

51, 161 5,270,126 | 1,270, 675 9, 026, 212 16, 438, 513 13, 340, 807 1, 988, 924 5, 064, 675 616, 697 577, 253 367, 186 38, 394, 055 53, 073, 491 

69, 300 5,033,778 | 1,272, 425 7, 352, 023 17, 125, 000 14, 081, 000 2, 049, 000 5, 257, 000 639, 957 588, 204 450, 346 40, 190, 597 52, 945, 815 
68, 800 2,984, 268 | 1, 260, 950 5, 155, 418 17, 229, 000 14, 750, 000 2, 135, 000 5, 712, 000 565, 755 580, 639 444, 089 41, 416, 483 50, 249, 083 

18, 187 846, 895 702, 575 1, 788, 714 3, 317, 247 1, 381, 801 52, 980 450, 297 110, 156 106, 139 64, 830 5, 483, 450 8, 158, 324 

17, 000 905, 007 676, 250 1, 780, 757 3, 959, 000 1, 811, 000 60, 000 538, 000 111, 428 103, 838 99, 917 6, 683, 183 | 10, 322, 133 

16, 900 607, 460 671, 725 1, 466, 585 3, 983, 000 1, 897, 000 62, 000 584, 000 111, 060 103, 224 96, 822 6, 837, 106 8, 955, 777 

82, 361 4,347,612 | 1,653, 325 8, 664, 554 40, 451, 853 14, 875, 789 1, 754, 169 4, 110, 942 509, 890 486, 915 287, 010 62, 476, 568 80, 138, 324 

82, 900 4,493,652 | 1,655, 100 7, 515, 112 40, 871, 000 16, 900, 000 1, 918, 000 4, 756, 000 570, 014 484, 306 388, 196 65, 887, 516 80, 459, 277 

82, 700 2, 649, 554 | 1, 658, 600 5, 564, 354 41, 119, 000 17, 702, 000 1, 999, 000 5, 168, 000 535, 989 491, 428 394, 827 67, 410, 194 75, 893, 595 

34, 743 22, 616, 876 2, 221, 942 865, 825 4, 124, 982 40, 466, 684 11, 007, 777 890, 776 3, 032, 848 221, 701 324, 725 149, 760 56, 094, 271 68, 802, 868 

34, 100 2, 027, 976 858, 725 3, 359, 081 44, 130, 000 11, 535, 000 943, 000 3, 606, 600 245, 615 258, 563 179, 025 60, 897, 203 72, 689, 177 

34, 000 1, 218, 273 862, 175 2, 518, 348 44, 397, 000 12, 083, 000 983, 000 3, 918, 000 177, 855 213, 066 174, 735 61, 946, 656 66, 356, 374 

15, 707 402, 304 1, 205, 993 647, 125 2, 515, 472 7, 587, 564 2, 921, 786 147, 153 1, 548, 315 143, 045 156, 304 80, 961 12, 585, 128 17, 228, 867 

24, 400 1, 238, 042 651, 575 2, 206, 262 8, 696, 000 3, 163, 000 161, 000 1, 917, 000 150, 294 166, 243 136, 733 14, 390, 270 18, 700, 980 

24, 800 800, 788 657, 300 1, 764, 288 8, 749, 000 3, 313, 000 168, 000 2, 083, 000 147, 127 141, 542 138, 417 14, 740, 086 17, 665, 197 
115, 397 6, 667, 441 2, 097, 650 12, 581, 023 20, 856, 465 25, 604, 626 3, 444, 710 5, 896, 784 630, 635 619, 961 367, 143 57, 420, 324 77, 534, 657 
105, 200 6, 454,489 | 2,098, 725 10, 324, 037 21, 125, 000 27, 881, 000 3, 645, 000 6, 153, 000 704, 145 654, 500 442,179 60, 604, 824 78, 650, 069 
104, 3, 789,878 | 2, 102,975 7, 489, 21, 253, 000 29, 205, 000 3, 797, 000 6, 685, 000 642, 070 610, 324 436, 864 62, 629, 258 76, 161, 222 
15, 768 763, 498 520, 500 1, 479, 966 3, 173, 418 2, 667, 772 66, 966 758, 497 127, 486 108, 350 45, 489 6, 947, 978 10, 397, 472 
16, 200 698, 735 509, 600 1, 381, 735 3, 428, 000 3, 386, 000 79, 000 869, 000 143, 211 109, 563 47, 992 8, 062, 766 11, 615, 792 
16, 500 515, 196 514, 475 1, 200, 471 3, 448, 000 3, 547, 000 82, 000 944, 000 111, 864 103, 825 48, 173 8, 284, 862 10, 067, 168 
46, 217 2, 835, 322 995, 100 4, 985, 757 12, 468, 572 4, 399, 339 645, 429 2, 592, 738 341, 608 381, 430 217, 381 20, 956, 497 31, 171, 760 
43, 100 2, 888,389 | 1,007, 525 4, 544, 064 12, 289, 000 4, 671, 000 640, 000 2, 499, 000 386, 239 340, 104 261, 819 21, 087, 182 30, 931, 951 
43, 100 1, 696,001 | 1, 022, 525 3, 261, 626 12, 364, 000 4, 893, 000 667, 000 2, 715, 000 329, 593 339, 437 258, 165 21, 566, 195 26, 713, 947 
4, 015 846, 660, 775 1, 738, 025 3, 859, 659 2, 073, 898 83, 017 360, 775 89, 910 79, 105 81, 629 6, 627, 993 10, 350, 503 
17, 300 919, 213 664, 050 1, 784, 663 4, 125, 000 2, 208, 600 84, 000 405, 000 112, 358 104, 044 94, 639 7, 133, 041 11, 860, 264 
17, 500 > 676, 700 1, 497, 009 4, 150, 000 2, 313, 000 87, 000 440, 000 112, 767 103, 825 93, 457 7, 300, 049 9, 464, 259 
59, 192 3, 974, 418 1, 136, 050 6, 705, 454 18, 925, 196 12, 017, 506 1, 088, 714 1, 199, 046 492, 315 480, 483 247, 110 34, 450, 370 45, 948, 266 
55, 700 3, 834, 614 1, 130, 075 5, 851, 558 22, 053, 000 13, 035, 000 1, 170, 000 2, 061, 000 509, 648 466, 334 303, 0&6 39, 598, 038 50, 209, 934 
54, 400 233,459 | 1,129, 400 4, 095, 759 22, 187, 000 13, 654, 000 1, 219, 000 2, 239, 000 386, 026 395, 485 295, 139 40, 375, 650 47, 525, 427 
104, 146 7, 278,626 | 1,716,475 13, 043, 959 83, 983, 704 15, 564, 331 ONY Fonatcinisateraes 608, 256 652, 337 389, 127 103, 832, 455 133, 514, 577 
101, 700 7, 153, 621 1, 716, 350 10, 533, 750 85, 409, 000 16, 694, 000 2, 576, 000 3, 025, 000 719, 917 719, 714 76, 750 109, 620, 381 136, O83, 953 
102, 100 4, 269,817 | 1,714,800 7, 455, 117 85, 927, 000 17, 487, 000 2, 683, 000 3, 637, 000 653, 311 714, 615 488, 440 111, 500, 366 122, 834, 846 
18, 487 857, 550 591, 175 1, 700, 223 3, 802, 826 2, 216, 117 103, 585 794, 604 159, 252 180, 128 56, 259 7, 312, 771 11, 823, 858 
17, 500 888, 730 588, 525 1, 681, 255 4, 256, 000 2, 729, 000 116, 000 885, 000 154, 523 180, 026 77, 515 8, 398, 064 12, 180, 676 
17, 900 619, 904 591, 875 1, 409, 479 4, 282, 000 2, 858, 000 121, 000 961, 000 120, 411 110, 234 78, 461 8, 531, 106 10, 453, 677 
14, 229 606, 540 575, 325 1, 367, 933 2, 489, 560 800, 381 55, 080 249, 553 100, 313 97, 263 58, 510 3, 850, 660 5, 773, 129 
13, 000 583, 711 556, 650 1, 274, 261 2, 862, 000 859, 000 88, 000 283, 000 101, 444 94, 763 64, 061 4, 352, 268 6, 186, 955 
13, 000 500, 000 545, 600 1, 177, 500 2, 879, 000 900, 000 91, 000 307, 000 101, 417 94, 546 63, 121 4, 436, 084 6, 100, 572 
8, 000 3, 439,882 | 1,027, 450 5, 489, 431 4, 944, 512 6, 174, 047 461, 691 1, 946, 058 431, 345 407, 616 249, 123 14, 614, 392 38, 112, 766 
48, 600 3, 160,116 | 1,025, 525 4, 917, 901 5, 717, 000 6, 671, 000 532, 000 2, 211, 000 447, 313 386, 153 299, 676 16, 264, 142 35, 951, 811 
49, 200 1,915, 947 | 1,019, 100 3, 603, 247 5, 752, 000 6, 988, 000 554, 000 2, 402, 000 373, 835 368, 302, 174 16, 740, 578 22,,776, 359 
32, 693 1, 509, 766 755, 850 3, 144, 398 25, 330, 002 7, 570, 219 376, 161 2, 524, 331 263, 352 164, 758 129, 157 36, 357, 980 50, 727, 952 
31, 300 1, 491, 962 756, 050 2, 667, 212 25, 335, 000 8, 374, 000 383, 000 2, 598, 000 271, 724 169, 314 157, 792 7, 288, 830 48, 564, 320 
81, 600 930, 697 762, 825 2, 103, 622 25, 489, 000 8, 772, 000 399, 000 2, 822, 000 167, 877 173, 830 159, 732 37, 983, 439 41, 504, 804 
25, 583 2, 155, 161 891, 525 4, 020, 934 6, 763, 357 13, 305, 577 391, 419 2, 756, 533 220, 722 210, 922 189, 164 23, 837, 695 29, 575, 750 
34, 000 2, 154, 814 904, 200 3, 505, 914 8, 215, 000 15, 211, 000 455, 000 3, 181, 000 226, 381 264, 682 224, 575 27, 777, 688 33, 316, 463 
33, 500 1, 266, 082 900, 000 2, 580, 732 8, 265, 000 15, 934, 000 474, 000 3, 456, 000 212, 032 254, 492 212, 072 28, 807, 596 33, 365, 510 
20, 782 2, 415, 311 971, 725 4, 069, 859 15, 585, 493 6, 256, 068 479, 851 564, 861 208, 008 318, 272 199, 045 23, 611, 598 30, 035, 086 
43, 700 2, 523, 304 625 4, 099, 529 16, 818, 000 7, 053, 000 523, 000 599, 000 289, 932 313, 713 241, 267 25, 837, 912 33, 489, 679 
44, 500 1, 509, 301 981, 025 3, 086, 726 16, 920, 000 7, 387, 000 545, 000 651, 000 298, 506 293, 370 243, 176 26, 338, 052 31, 940, 551 
8, 254 500, 000 440, 375 1, 120, 938 1, 694, 031 510, 014 29, 597 237, 434 83, 725 86, 911 33, 090 2, 674, 802 4, 749, 185 
11, 900 500, 000 450, 750 1,077, 550 1, 852, 000 313, 000 34, 000 275, 000 111,001 93, 594 54, 508 2, 733, 103 5, 023, 867 
11, 900 500, 000 458, 1, 079, 450 1, 863, 000 328, 000 36, 000 299, 000 100, 519 93, 545 54, 198 2, 774, 262 4, 266, 776 
| 11, 621 500, 000 426, 525 1, 190, 432 678, 169 1, 080, 138 Os OO Btls wntiacacees 131, 410 177, 922 43, 948 2, 149, 035 9, 287, 346 
| 000 500, 000 425, 100 1, 085, 500 703, 000 1, 029, 000 GCE Nstccittinminniia 138, 762 180, 081 47, 649 2, 138, 492 10, 177, 540 
| 11, 900 500, 000 425, 275 1, 066, 775 708, 000 1, 078, 000 GROOT Fintesninmaiinn 98, 975 89, 206 47, 572 2, 063, 753 3, 544, 399 
15, 081 604, 286 498, 100 1, 359, 335 567, 792 2, 431, 763 40, 749 520, 154 197, 575 153, 676 51, 621 3, 963, 330 8, 545, 796 
14, 300 606, 400 504, 325 1, 259, 725 671, 000 2, 576, 000 45, 000 559, 000 188, 659 135, 959 56, 397 4, 232, 015 11, 472, 924 
14, 500 500, 000 513, 475 1, 156, 975 675, 000 2, 698, 000 47, 000 607, 000 109, 938 100, 754 57, 067 4, 204, 759 5, 957, 316 
30, 593 3, 375, 536 | 1, 185, 550 6, 577, 010 1, 783, 739 2, 505, 254 70, 618 952, 889 374, 083 430, 109 231, 474 6, 348, 166 14, 150, 943 

50, 100 3, 234, 921 1, 177, 725 5, 254, 746 1, 784, 000 2, 505, 000 70, 500 953, 000 381, 356 406, 155 277, 465 6, 377, 476 13, 278, 781 

49, 000 1, 889,227 | 1, 168, 100 3, 734, 427 1, 784, 000 2, 505, 000 70, 500 953, 000 361, 311 386, 710 270, 741 6, 331, 262 11, 729, 
pesbamsalaniie 36, 313 830, 000 913, 404 97, 499 74, 174 4, 537 16, 147 86, 784 86, 690 34, 706 400, 537 1, 370, 623 
2, 400 34, 252 822, 175 933, 727 101, 000 77, 000 5, 000 17, 000 91, 082 . 85, 825 34, 857 411, 764 1, 423, 304 
2, 400 19, 988 812, 550 903, 538 101, 000 77, 000 5, 000 17,000 91, 115 85, 801 34, 822 411, 738 1, 394, 685 
Scoodwencass tenets anpbben peecbehodede bndadebbbanede leccactcecad BEE Locininincciigtnadad badatiamduamanasludeuitiedumnetiilagmnncdnsiclibaesiiel «ick taiakin dM aieieanaln nie eens eee 17, 343, 819 
succeseddientencecetapcenicusqienedaan| GROOT lecbadandipcbonlocensiceuies GREET | ditinacunddieessd gpkaginanchdhensstaaaikindicanabaiiiasdnaliaiite: ii a SOG, GP Sikeiancntedn 124, 918 2A, 335, 650 
pn spe cdafilies saath cediuen tnedesuadibth ocaaadebisedhsdidieednitubentidenciniaadia: ED onscreen cc ehsaceccinnas<]|-0stsendscwantlanendedeeacece] GRIM DUNE Nh. dicicoos 4, 687, 500 6, 387, 500 
eubenGbéisieledseccesséenl Day OU leccdidwcddealdad@atsbensetloscocteencnd POD Wostibhcnavadhoaigetececcnastlaadisdanvadedétaseesinninccnndaetediadbtneisenteédnakeliasoda ae 2, 377, 009 
3, 500 2 BEE, Uiesbhncndchsthe a becipclbitinnn. xis an Seiidee design batsdiadliciceasiitia tei eee ss chaidpeaindinsionte cia diacetate aaa 2, 335, 915 
3, 800 WEE Anicaeutacee | eiedeeedcoass leoseecsecccdee|seccencansnaséiiiddapecase benahnddausebablnakcheshaleenaiiiliaaaiee 240, 278 
rabqubenste-Lsseteecdsninlugnvinnsihawag h-opeiiediouslisiadiaaiinenitad bagupheansnrensluendnainssecinuiaisascechanisiens-omarh tardies colshaed lc oddittacss cael tiecoilckeed ane amen: ee ec wr" 7, 252 
Seegdaccesncfoccncecececs| coe cengaeun lesnaceeeencs| conceqsocqnens|cocceocesese jasnscesanccowclsenccocenesesenspessecocccceese|<ceaveess secon laacsseawenensallewesncensdeleadbuhassees landamdiadencetnenkiaaaee —13, 433 
1, 987, 983 878 | 123, 890,000 | 50,000,000 | 231,007, 125 993, 284, 062 299, 580 41, 361.072 | 108, 506, 387 | 15, 497, 506 | 14,834,964 | 7,920,150 | 1,624, 613,721 2, 158, 103, 667 
2,125, 000 987 | 120,090,000 | 50,000,000 | 202,724, 987 |!3 1, 066, 368, 899 |! 512, 110,000 | 19 45, 410, 000 |18 135, 350,000 | 16, 590,000 | 15,000,000 | 10, 000, 000 1, 800, 738, 899 2, 322, 541, 797 
2, 125, 000 78, 800, 000 | 50,000,000 | 154, 575,000 | 1, 072,830,000 | 536, 310, 000 47,310,000 | 149,950,000 | 16, 500,000 | 15,000,090 | 10,000,000 | 1, 847, 900, 000 2, 098, 824, 911 
J ' The estimated grants on a State-by-State basis total $41,417,252 for 1958 and $45,513,433 for 1959. These adjustments are the result of rounding. 
* The amounts shown represent grants made to States under authorizations for basic support grants (sec, 2) and extension and improvement projects (Sec. 3) of the 1954 Vocational Rehabilitation Act Amendments, 
The 1958 amounts include a supplemental request of $1,400,000. 


L 1 Excludes $181,132 paid to water pollution interstate —. 
‘. 4 Includes & supplemental anprepeetion request of $57,000,000 ($100,000 for technical service). 
8 Represents the balance brought forward from 1957 and available through 1958. The breakdown by State is available only for actual obligations, 
1 These amounts include 4 su: tal ge request of $170,600,000 for public assistance grants. 
4 These programs expire (Public Law 874—June 30, 1958 and Public Law 815—June 30, 1959) and are being recommended for extension with modifications, 
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tu the Congress as reports or become the bases for legislative proposals 
for consideration by the Congress. 

In considering improvements in grant programs, we must recognize 
the importance of the equalization principle under which State effort 
and fiscalability can be related. As members of your committee know, 
in some programs proportionately more money is made available to 
States with less fiscal ability than to States with high incomes. In 
this way, we often are able to achieve roughly equivalent effort 
throughout the country or to work toward elimination of some of the 
worst inequalities in services available to the people. Because of our 
great mobility, both in population and in goods, this equalization prin- 
ciple, by improving essential public services everywhere, benefits not 
only the low-income States but the Nation as a whole. 

Another major means of improving grants-in-aid is through research 
and training programs that can result in constructive improvements 
in program effectiveness and savings in ultimate costs. To the extent 
that we can, we should seek to prevent problems from developing which 
may require Federal financial assistance. We should increase, there- 
fore, our efforts to treat the causes of these problems. 

For instance, the 1958 Federal grant of over $1.8 billion for public 
assistance will be used primarily for money payments and medical 
care to maintain a minimal level of living for over 5.3 million needy 
people. 

For real progress we need to know much more about the causes and 
cures of dependency—the reasons why these people are on public assist- 
ance in the first instance and what can be done to help some of them 
back to independence. We must also have the trained personnel who 
can applying existing and rapidly expanding knowledge. In my opin- 
ion, good administration involves looking ahead to improve the future, 
and this calls for increased research and training. 

Good administration also involves improving the efficiency of cur- 
rent operations and keeping control over costs. Our operating agen- 
cies direct much of their attention to program objectives and the effec- 
tive utilization of the Federal grants by the States. However, they 
are also concerned with, and justly proud of, the operating records 
made by their own Federal administrative personnel. In fiscal year 
1957, the Department’s cost for Federal salaries and expenses involved 
in the administration of all its grant-in-aid programs averaged less 
than one-half of a cent of each grant dollar expended ; 9914 percent 
goes to States and localities. In public assistance, which is the biggest 
of our grant programs, Federal administrative costs were less than 
two-tenths of 1 percent. In other HEW grant programs, less than 2 
percent of grant payments went for Federal administrative costs. 

There is no one pattern of intergovernmental relationship which 
is ideal for all purposes. The pattern will depend upon the particular 
situation or need which is to be met. Therefore, many of the questions 
on intergovernmental relations now being examined by your committee 
are not “subject to easy “Yes” or “No” answers. They involve the 
means by which a free people act together in individual situations to 
serve their own aspirations. They also are concerned, to some extent 
certainly, with the continued social and economic progress of the 
Nation. As your committee’s deliberations have demonstrated, these 
are questions that cannot be answered quickly or dismissed lightly. 
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They are subject to inevitable changing circumstances requiring con- 
tinuing reappraisal. 

Thank you, Mr. Chairman. 

Mr. Fountain. Thank you very much, Mr. Secretary, for your very 
fine statement, and one which I believe persons experienced in the field 
of intergovernmental relations will say is basically sound. 

Am I correct in concluding from your statement that you feel the 
existing system of Federal grants is, on the whole, sound and effective? 

Secretary Fotsom. Except, of course, for certain individual grants 
we might have questions about, but as a whole I would say the system 
is sound. 

Mr. Fountarn. It would appear from your statement, beginning at 
the bottom of page 8, that you agree with the explanation, or the posi- 
tion which has been taken by many, that the growth of the Federal 
programs in many areas traditionally reserved to the States has been 
due in large measure to the failure of the State and local governments 
to fulfill their responsibilities. 

Does that represent your thinking? 

Secretary Fortsom. In some cases, there are several reasons for 
the failure. In some cases they haven’t physical capacity to meet 
the needs, and in other cases interest hasn’t been stimulated. 

Mr. Founratn. In other words, where there has been failure, it 
has been brought about by a number of factors? 

Secretary Fotsom. Yes. 

Mr. Fountarn. Including not only unwillingness to assume respon- 
sibility, but in many cases inability on the part of the States because 
of their tax resources ? 

Secretary Forsom. Yes, sir. 

Mr. Fountarn. Can you suggest any approach other than the grant 
mechanism, which the Federal Government might use to stimulate 
more effective and responsible government at the State and local 
levels? 

Secretary Forsom. Oh, there are probably others, but I don’t know 
about their effectiveness. 

Mr. Fountain. The members of the subcommittee should feel free 
to interrupt and ask questions at any time. 

Do you have any fears, Mr. Secretary, that a more extensive use 
of grants-in-aid by the Federal Government would weaken the States 
and thereby weaken our Federal system ? 

Secretary Fousom. I think it entirely depends on what the purpose 
is. We have rather extensive use now, and some of these, I might 
say, should be discontinued because they have served their purpuse, 
but there are going to be new needs developing as we go along, and 
our civilization becomes more complicated. An illustration, as | 
stated 2 or 3 times in my statement, is the new educational bill that 
we have. There are needs that have been there all along, but as we 
realize the importance of them, we think quick action is necessary. 
While action would probably be taken by many States and localities in 
the next 10 or 15 years if no Federal stimulus were there, if we want 
quick and prompt action, we think this is a device to bring it about. 
We don’t know what the situation may be 3 or 4 years from now, 
there may be other situations develop. That is why we think it is 

important, if we can, to get rid of some of the grant programs that 
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have served their original purpose so that funds will be available 
for new projects without taking on a higher percent of the Federal 
budget. 

Mr. Founrarn. Based upon your study of and work with the exist- 
ing Federal grant-in-aid programs, are ce in a position to pay 
any grants which you feel have served their purpose, and whic 
might be discontinued at this time? 

ecretary Forsom. Well, I don’t want to get into some of these con- 
troversial matters. All of them are controversial, but I will call 
attention to the areas that the Kestnbaum Commission on Intergovern- 
mental Relations and the Joint Federal-State Action Committee 
decided upon. The decisions were practically unanimous, as I recall 
it, in both the Kestnbaum Commission and the Joint Action Com- 
mittee. 

I want to preface my remarks by saying that I am strongly for 
vocational education. It plays a very important part in the educa- 
tional system. The Santee Commission and the Joint Federal- 
State Action Committee in their reports indicated that the Federal 
grant system for vocational education, commenced back in 1918 when 
there were shortages of mechanics, farm labor, and many other skilled 
workers during the war period. It was thought that vocational 
training could be stimulated by putting in Federal money. Grants 
were started and they did a lot of good. 

Now, the Federal participation is a small amount of the money 
being spent on vocational education. You would think that there 
was no longer need for stimulation, and that, in fact, was the con- 
clusion of the Kestnbaum Commission which recommended that this 
might be one program from which the Federal Government should 
withdraw. The Joint Federal-State Action Committee took a similar 
pee with the understanding that Federal revenue sources should 

transferred to the States so that they would have money available 
to pick up the cost. 

ow, we have seen that it is very difficult to make such a change. 
Many of the State people, the vocational education people in the States, 
feel that the withdrawal of Federal money is not matched with an 
assurance that the States are going to put as much money back. They 
feel that even if the States get the revenue, there is no assurance that 
the revenue is going to be used for vocational education. They 
clearly are very mae concerned that Federal withdrawal will mean 
a reduction in the amount of money going for vocational education. 
They believe that there is such a demand for money for all purposes, 
especially for education, now, that when X dollars is not coming from 
the Federal Government for vocational education, somebody else 
will get it, and it won’t be devoted to vocational education. You can 
easily see the difficulty involved in discontinuing a program once it 
has been started. 
_ You can also see, therefore, why you have to be so careful not to go 
into a program unless you think it is essential. 
_ Now, there are other programs, like the public health grants, for 
instance, where I have pointed out that the Federal percentage has 
gone down from 32 percent to 14 percent. Those programs are ones 
I don’t think the Federal Government should get out of. You can’t 
expect all the States to have, either the facilities or the professional 
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and technical personnel that we can have in the Public Health Service. 
New things develop in public health all the time and we should have 
the continuing relationships that are a part of these grant programs. 
While some of the grants might be discontinued when a certain disease 
has been conquered, on the whole I would say that we ought to con- 
tinue the Public Health Service grants because of continuing health 
needs. 

However, with respect to vocational education, we don’t have any 
more information in Washington than the States have. Vocational 
education techniques have been pretty well established, so there is 
not the same necessity for a continuing grant program. There is in 
fact quite a difference between the various programs. There is also 
a real problem, as to how the Federal Government can get out of a 
program. 

Mr. Fountrarx. We have more money than the individual States 
have. 

Secretary Forsom. I don’t blame the vocational education people 
for not being in favor of this. It is just illustrative of my point. 

Mr. Fountartn. One of the oldest Federal grants now in existence 
is that for support of instruction in the land-grant colleges. This 
relatively small grant, which has been made continuously since 1890, 
amounts to about $5 million a year. How important, in your opinion, 
is this grant today in helping to support the program or to maintain 
the standards of the land-grant colleges ? 

Secretary Forsom. Of course, these Federal grants represent a 
very small percentage of the total income of the land-grant colleges. 
Although you will find, if you look at the list of the colleges we sup- 
port, that in some of the smaller colleges the grant represents a fairly 
high percentage, from 4 to 8 percent, I think, of income for educa- 
tional and general purposes. If you take that away, it would be quite 
a handicap to those particular institutions, although in the large 
institutions they could probably absorb it without too much difficulty. 
I think there is a sentimental value attached to these grants, and you 
would probably get a very bad reaction from land-grant colleges if 
you suggest taking the grants away. 

Mr. Fountatn. More than from the vocational education people? 

Secretary Forsom. I doubt it, except that the grants to the colleges 
have been in existence for such a long time, almost a hundred years, 
so I don’t think I would suggest their withdrawal. 

Mr. Fountarn. Aren’t there some States where the Federal grant 
is a substantial part of expenditures for vocational education ? 

Secretary Forsom. More so than in the case of land-grant colleges. 

Mr. Fountaryn. The Kestnbaum Commission recommended that 
Congress authorize the use of the grant to land-grant colleges for 
agricultural research, as well as for resident instruction, if the recipient 
States so desire. 

Would you care to comment on that ? 

Secretary Forsom. Of course, they do have now. Money goes now 
to the agricultural colleges through the experimental stations as a 
part of that land-grant program. 

Mr. Gorppere. I believe that is a separate grant. 

Secretary Fotsom. Yes, it is a different one, but the same colleges 
are eligible for it. It was an amendment to the original act. 
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Mr. Fountain. Speaking of vocational education, one might raise 
the same kind of question with respect to the older grants for voca- 
tional education as was raised with respect to the land-grant colleges. 
These grants, as you know, originated back in 1917 to stimulate State 
and local activity in certain educational fields, and the Federal grant 
apparently has been so successful a stimulant that the States and lo- 
calities now provide, I understand, more than 80 percent of total pro- 
gram aaanthaii although Federal funds still furnish about one- 
third of expenditures, I am told, in 6 states. 

Aside from the situation in those States where the grant still con- 
tributes a large proportion of program costs, how important in your 
opinion is Federal financial participation for the attamment of voca- 
tional education objectives ? 

Secretary Forsom. Well, as I indicated before in the statement I 
made, I don’t think that you can make a good case now for continuing 
Federal participation in this program because action has already been 
stimulated and the need has been pretty well recognized. 

If you had a choice, the money could probably be used more effec- 
tively in other ways. I have pointed out the difficulties involved in 
individual States in replacing that money, and I do think it would 
be unfortunate if we did anything to cut down the amount of money 
going into vocational education, because I think it is quite important. 
It is a question whether the States would be able to get the money 
from other sources. That is why the Joint Federal-State Action Com- 
mittee tried to get up a way to return Federal revenue sources to the 
States in order that the States would have money available to continue 
their programs at the top level. 

None of these committees have recommended that vocational edu- 
cation should be reduced. In fact, there is a need for increased ex- 
penditure for vocational education, but it is simply a question as to 
whether the Federal Government should continue to support it. 

Mr. Fountain. I think you have partially covered this question, 
but in order to cover it specifically, Penk to ask your opinion as to 
the practicability of the Joint Action Committee’s recommendations 
concerning the transfer of full responsibility to the States for financ- 
ing vocational education and waste treatment plant construction. 

Secretary Fotsom. I think as the Secretary of the Treasury told 
you when he was before your committee, it is extremely difficult to 
work out a plan in which the same amount of money is going to be 
returned to each State that each program will cost, if it should be 
returned to the States. The Federal-State Action Committee sug- 
gested the telephone tax. It was found that in many States the re- 
turn of that tax would not work out equitably, so now the committee 
is trying to work out some way in which its objective can be accomp- 
lished. This is going to be extremely difficult, as you know, because 
the taxes vary quite widely. You would think that the telephone 
tax would be as uniform as any, but when you get the figures, you 
find that some States would get back in revenue several times what 
their programs would cost, yet many States wouldn’t get back enough, 
and the Federal Government would lose about $50 million in the 
process. It is extremely difficult to work out. I don’t know whether 
we can work out a practical plan or not. I know the Treasury is 
studying it, they probably told you. The committee wants to find 
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a way in which no State would lose. Whether you can work out a 
plan, I have my doubts. 

Of course, the States that would lose out are naturally going to 
object. 

Mr. Fountarn. It is your opinion, then, that regardless of what 
may be done, the revenue source recommended for this purpose—a 
proportion of the local telephone tax—would not permit full State 
assumption of these programs on an equitable basis. 

Secretary Forsom. I haven’t seen a plan yet that would do that. 
You must realize that in many of these grant programs, the low-income 
States get a higher grant percentage in relation to the population than 
the high-income States, and yet the taxes are collected the other way 
around. 

Mr. Fountatrn. Is the fact that a number of States are dependent 
on Federal aid for about one-third of vocational education expendi- 
tures a good enough reason to continue the grants ? 

Secretary Forsom. I wouldn’t necessarily say so, because some of 
those States probably could put more money in. 

Mr. Fountatn. Would it depend on the number of States that rely 
heavily on Federal aid ? 

Secretary Forsom. It would also depend on the fiscal capacity of 
those particular States. We found in our study of the various school 
bills we worked on that there is a wide variation of the percentage 
of income going for education. Some of the States might not be 
putting as much money into education as they should, but it does vary 
quite widely. 

Mr. Fountarn. Do you feel that any of these programs should be 
made the exclusive responsibility of the States unless we can provide 
a formula that will enable the States to obtain adequate revenues 
to carry on these programs, assuming the programs ought to be 
continued ? 

Secretary Fotsom. Assuming that the program should be continued, 
and that it is the concensus that they should be handled by the States 
rather than the Federal Government, then I think the only practical 
way of doing it is turning back gradually over a period of time so 
that the States can adjust financially, so that the program will not 
be affected, and so that the Federal Government can at the same time 
gradually get out of it. 

Mr. Fountarn. I think you pointed out in your statement that you 
feel that where these programs can be assumed exclusively by the 
States and where responsibility for them can be practicably and 
equitably transferred, this ought to be done so that the Federal Gov- 
ernment can enter other fields where there is a need and where the 
States presently are not able to do the job. 

Secretary Fotsom. Yes; that is quite important. 

Mr. Fountarn. Do you have any fears that a more extensive use of 
grants-in-aid by the Federal Government in the manner just mentioned 
would weaken the States and thereby weaken our Federal system in 
any way? 

Secretary Forsom. No; I don’t. I think it depends entirely on the 
particular program you are talking about. Certainly, a Federal grant 
program should not be started where there is a question as to whether 
the Federal interest is great enough. If we should upset the usual 
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procedure and have the Federal Government get in where the State 
should be, I think it would be bad. : 

On the other hand, there are bound to be cases where there is great 
national interest involved. Under ordinary circumstances we prob- 
ably could wait for a number of years for the States to come along, 
but when the situation is urgent enough, and the national interest 1s 

reat enough, I think we are bound to have cases where the Federal 
Sonmaneal should come in on a grant-in-aid basis. 

Mr. Fountarn. Do you think there is any danger that an expanded 
use of grants could lead to topheavy and ineffective administration 
at the Federal level ? 

Secretary Forsom. Well, there has been a lot said about the high 
cost of administration of these programs, that the money comes in 
from the same taxpayers in the States and by the time it gets back 
to these people in the community, 25 cents out of the dollar is gone, 
or you can say as high as 50 cents out of the dollar is gone. 

The facts don’t justify such statements, as I pointed out in my open- 
ing statement. The administrative expense is very, very low for these 
programs. I haven’t gone into the administrative expense of other 
departments, but I think you will find they are about the same. If 
you take the public assistance, it is only two-tenths of 1 percent, and 
for all the programs we have, it is less than one-half of 1 cent out of 
every dollar, 9914 cents goes back. You have to add the cost of collect- 
ing taxes, but there again I recall from experience in the Treasury— 
I haven’t checked the figures since I left—at that time it cost only 
four-tenths of a cent to collect. 

Now, if you add that four-tenths to the one-half, you get less than 
1 percent going for administrative expenses. 

Mr. Fountain. Then the freight charge which quite a few people 
have referred to is not really very high ? 

Secretary Fotsom. No; and for what they get out of it in advice and 
assistance it is well worth what it costs. 

Mr. Founrarn. I am every much impressed with the figures you 
gave on page 11 of your statement, where you say that less than one- 
half of a cent of each grant dollar is expended for administration, 
and 9914 cents goes to the States and localities. In public assistance, 
which you referred to as being the biggest of our grant programs, the 
Federal administrative cost is said to be less than two-tenths of 1 
percent. 

Then you refer to other HEW grant programs in which adminis- 
trative costs are less than 2 percent of the grant payments. 

What is the reason for that difference ? 

Secretary Fotsom. They are smaller programs, and some of them— 
the health program I imagine is higher because they are down to a 
pretty small amount, now, and yet we have the same personnel giving 
advice and service, with not so much money involved. We probably 
have more people handling those than the big grants like public 
assistance, where you are dealing with a big volume, and you get it 
on a routine basis and it doesn’t require much personnel. 

Some of these public health grants are pretty small amounts, now. 

Mr. Fountarn. Are you able, offhand, to estimate in dollar figures 
what this one-half of 1 percent of grant expenditures amounts to? 

Secretary Fotsom. I wouldn’t want to say offhand. I think we can 
get it for you and put it in the record. 








286 FEDERAL-STATE-LOCAL RELATIONS 


Mr. Fountain. We would appreciate having for the record the total 
amount spent for administration of these grant programs. 

Secretary Fotsom. I think that is an important point. So many 
people talk about these heavy freight charges, as you called them. I 
don’t think we should condemn the Federal grant-in-aid program on 
such grounds, because the facts don’t justify it. 

(The information requested is as follows :) 


Federal costs of administration of grant-in-aid programs of the Department of 
Health, Education, and Welfare in fiscal year 1957 


Administrative expenditures 
1957 grant 








Health, Education, and Welfare grant program obligations ] 
Total Percent of 
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Mr. Founrarn. The subcommittee has been giving attention to the 
very difficult problem which you have already alluded to; namely, what 
specific tests or criteria ought to guide the Congress in determining 
(1) whether or not to undertake new grant programs, and (2) whether 
to continue or terminate existing grants. 

I think all of us are aware of the ease with which one can support a 
legislative proposal with the generalization that it is in the national 
interest. To assess whether that interest justifies a Federal grant, 
however, is a much more difficult problem. 

Would you care to give us the benefit of your thinking on this very 
important problem ? 

Secretary Foursom. Of course, that is the crux of the whole matter. 
I think you have got to establish not only whether the national interest 
is involved, but then project ahead to see whether you think the sit- 
uation can be met by leaving it to the States and local governments, 
without stimulus on the part of the Federal Government. 

1 used an illustration : If it can be reasonably expected that action 
can be taken over a reasonable period of time, I would say the Federal 
Government shoulda’ t get into a program, but if the situation is vital 
enough, for national sec curity, or national interest, and it is pretty well 
established something ought to be done, in such a situation, while 
action may be taken by a few States, if it is not reasonable to expect 
there is going to be action taken by a large number of States within 
a reasonable time, then I think I would say the Federal Government 
should come in. 

Of course, it would be better if there were some way in which you 
could authorize a program for a limited period, if you could make it 
so that the period is set, like the program we have suggested for the 
schools—we want a 4-year- program to stop at the end of that time— 
we know we can’t bind future Congresses, but if a program were started 
to stop at a certain time, it would be very steitive so far as the 
future is concerned. 

Mr. Founrvarn. If the grant had a termination date, the Congress 
would have the responsibility of debating the pros and cons at the 
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expiration of that period in order to determine whether or not it 
ought to be extended. 

Secretary Fotsom. That has been the present position on the school 
program in the last 2 or 3 years. It is proposed for a limited period. 
We feel it is a prime responsibility of the local governments and also 
that there is a need to be met during this 4-year period to take care 
of the Federal Government responsibility and then revert it to the 
States. As proposed, it would take positive action by the Congress 
at the end of that period to renew the program. 

Mr. Fountain. Mr. Secretary, would you like to see the States as- 
sume more administrative responsibility in connection with the grant 
programs? 

Secretary Fotsom. Well, I think the present system is pretty good. 

Mr. Founvrain. For example, in the auditing of accounts, would you 
favor accepting a State audit as a substitute for your Department’s 
audit in the various welfare programs, provided the States meet min- 
imum standards of auditing performance ? 

In other words, would it be desirable, in your opinion, to seek to 
eliminate duplication of Federal and State auditing effort by recog- 
nizing State competence where it exists, and by encouraging other 
States to equip themselves to do a satisfactory auditing job? 

Secretary Forsom. Well, the amount of auditing we do is very 
limited, anyhow. It is a spot check arrangement, and I doubt if we 
would want to give it up entirely. We must be sure that we carry out 
our responsibility under the law. It is a very small item, the way it is 
worked out. I would say that I don’t think that we ought to get out 
of it entirely. I think we have probably got it down to about a 
minimum, now. 

Mr. Founrarn. I believe that was the point of view you expressed, 
Mr. Schottland, was it not, when you appeared before our committee 
recently ¢ 

Mr. Scuorrianp. Yes, Mr. Chairman. 

Mr. Fountain. Quite a few of us are concerned about the appro- 
priateness of fiscal formulas used in the grant programs. Some wit- 
nesses have argued for greater equalization, nitude in the public 
assistance program. Other witnesses, including several governors who 
endorse the principle of equalization, have stated that grants using the 
Hill-Burton formula—for example, in medical facilities construc- 
tion—contain too much equalization and, consequently, are unfair 
to the high-income States. 

Would you give us your judgment as to whether or not the various 
grant formulas used by your Department contain a proper degree of 
equalization ¢ 

Secretary Foitsom. Well, you know they vary quite widely. The 
Hill-Burton formula, probably helps the low-income States with rela- 
tion to the high-income States, more than any other program. That 
was done deliberately because it was recognized at the time that the 
low-income States were greatly lacking in hospital facilities, and that 
they just didn’t have the resources to finance them. This formula, 
which favors low-income States considerably, has done a lot of good— 
the Hill-Burton Act. 

I believe that the public health people and the medical profession in 
general would say that the Hill-Burton formula has been very helpful. 
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I don’t think we would have gotten the construction in the low-income 
States if it hadn’t been for that formula. I am satisfied that the Hill- 
Burton formula has been good for the medical facility construction 
program. But it doesn’t necessarily follow that it would be wise to use 
the same formula for other programs. Now, we don’t like at present, 
the public-assistance formula. I think there is probably some objec- 
tion that has been brought out. From a Federal daanos viewpoint the 
working out of the public assistance formula is going to become worse 
as time goeson. As you know, Federal assistance is based on 80 percent 
of the first $30, so if a State puts in $6 they get $24. Now, that was 
designed in a way to help the low-income States, because if the State 
gives a person $35 or $40, the Federal Government would contribute 
a pretty high percentage of it; whereas, in other States, some assistance 
payments to needy persons would be at a higher level with the result 
that Federal participation would be less. As it is actually working out, 
that is not the case. 

From now on, many people who are receiving old-age assistance 
grants are also receiving old-age insurance benefits, and the grants 
are simply a supplement. People haven’t had quite enough old-age 
insurance, especially people that have been retired in earlier years, 
and they need some supplement so the States give them a small sup- 
plemental grant in old-age assistance. For the Federal Government 
to pay 80 percent of a $30 supplemental grant, where people are 
already receiving old age and survivors insurance, is not quite right 
from any point of view. You can’t base it on the low income status 
of the States, because more of the people in the industrial States are 
receiving old age and survivors insurance than in other States. For 
example, in a State like New York, the Federal Government would 
be paying 80 percent for supplemental grants. The public assistance 
people find out a retired person doesn’t have enough to live on, they 
will give him $30, and the Federal Government will pick up $04) of it. 
I don’t think you can justify that. It is much better, or it would be 
better if we had a variable grant based on the income of the States, 
as we do in some of the other plans. Neither do I think that you can 
justify the present system on logical bases. We would like to see it 
changed to a variable grant, with the use of statewide averages rather 
than picking up the individual case. It would be simpler to adminis- 
ter. I would say that there are changes we would suggest in several 
of these grants. 

Mr. Founrary. I would think that a uniform grant formula would 
be easier and probably more economical to administer on both the 
Federal and State levels. Would it be feasible to work toward a 
uniform grant formula that would be appropriate for all or most of 
your programs? 

Secretary Forsom. No, I don’t think it would help the administra- 
tion much to have uniform formulas for all grants. I think it is 
bound to depend on the individual situation. Now, I think if you 
have a uniform system throughout the country, with all States par- 
ticipating on exactly the same basis, it weakens one of the major grant- 
in-aid objectives which is to stimulate and help States that haven’t 
got the income. This stimulative feature of grants, I think, has been 
very effective, as I pointed out in my statement using the medical 
facilities survey and construction program as anexample. If it hadn’t 
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been for this plan-I don’t think we would have gotten the hospitals 
built in many of these States. 

There are other places where the resources for particular purposes 
might not vary so widely and where it might be all right to have the 
grant formulas on a uniform basis. 

I know that the argument is put up by the high-income States which 
point out how much money is going out of the States in the way of 
taxes and how much they are getting in the way of receipts from these 
grants-in-aid. That is a fallacious argument. The income in these 
high-income States comes from sales their companies make in States 
all over the country. Just because one particular State happens to 
have a high percentage of corporations and is bringing in money from 
all over the country, is no reason why we should consider that the 
people of that State are actually paying those particular taxes. 

The taxes are coming from people all over the country. My argu- 
ment to those people is that there is a need for bringing up the stand- 
ard of living in some of these low-incgme States and building up a 
better market for the products of the Sieh income States which get 
direct economic returns. 

Mr. Founratn. That is like saying we in North Carolina, where a 
lot of tobacco is produced, ought to take credit for taxes paid on to- 
bacco sold all over the country. 

Secretary Fotsom. North Carolina would come out pretty well if 
it received back all the money paid in cigarette taxes. 

Mr. Founrarn. We found that Federal control of State person- 
nel practices differs markedly among the grant programs. While 
merit system administration is required for State and local personnel 
in the public assistance, public health, child welfare services, and em- 
ployment security programs, there is no such requirement in such pro- 
grams as the support of land-grant colleges, and airport and highway 
construction. In between these practices are a number of situations 
where there is some Federal interest in State personnel administra- 
tion, but not the requirement of a formal merit system. 

I think all of us recognize, of course, that the requirements aoe 
to the various grant programs were developed at different times an 
under differing conditions. But thinking now of making the grant 
programs as rational a system as possible, as you have indicated you 
think it ought to be made, do you see a need or justification for our 
continuing to apply differing personnel requirements in the various 
grant programs ¢ 

Secretary Fotsom. No, I think you could make a good case for 
having standard provisions in all of them, but as you say they develo 
at different times, the laws are different in each case, but I think it 
would be a good thing to make a study of all of them and see if we 
can’t get more uniformity. 

Mr. Fountarn. Has your Department made such study, with that 
in mind? 

Mr. Scuorrianp. No, there has been no study with that in mind, 
but there have been a number of studies as to the results of the various 
systems from time to time, and I think that the general feeling on the 
part of those engaged in the administration of a system is that we 
ought to strive within the programs of the Department for greater 
uniformity. 

Dr. Hamturn. As to the grants you referred to specifically in your 
question, only one of those comes within the Department of Health, 
Education, and Welfare, and that is the grant to land-grant colleges. 
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Now, those grants are made directly to institutions, and not to the 
States. The degree to which land-grant colleges have a relationship 
to State administration varies considerably. Usually, or in many 
cases, the colleges are separately administered and come under a dif- 
ferent type of merit or personnel system within the State. This has 
been traditional in education, so there are reasons for a difference in 
treatment as compared to some of the other programs. The great ma- 
jority of our programs, in fact all of our programs to my knowledge, 
other than land-grant colleges, have rather uniform merit system 
requirements. 

Mr. Goutppere. Isn’t there some differences, Dr. Hamlin, between 
the merit system requirements that are used for public assistance and 
public health on the one hand, and vocational rehabilitation on the 
other ? 

In the case of vocational rehabilitation, the statute does not require 
the same type of formal merit system and appears to leave a great deal 
of discretion to the Department in determining what is an acceptable 
merit arrangement in the States. 

Dr. Hamury. That is true in the vocational rehabilitation program. 
The reason there was variance from the usual procedure in that pro- 
gram is that it was new, there was not a large body of trained person- 
nel available in the field of rehabilitation. In other words, to initiate 
and stimulate action in a hurry, to permit the training of personnel to 
operate these programs, there had to be some modification of the merit 
system proposals. 

As one method by which the Department of Health, Education, and 
Welfare attempts to pull together these programs, we have established 
within the Office of the Secretary direct relationships with the States 
in the merit systems, so that the review of merit systems in the States 
and the administration of the merit systems is operated through our 
merit group in the Office of the Secretary. This was one of the ad- 
vantages of establishing the Department of Health, Education, and 
Welfare. 

At one time, we had separate merit system personnel within the 
Public Health Service, and within the various programs of the De- 
partment, but these were pulled together into a single unit to carry 
out the purpose I think your question was directed at. 

Mr. Goipsera. I am intrigued by your suggestion that vocational 
rehabilitation was new in 1954, in that it goes back originally to 1920. 
The major change in the program was made in 1943 when physical 
rehabilitation services were added. 

Actually, the Federal-State relationship in this program antedates 
the relationship in public assistance or public health. 

Dr. Hamurn. That is true, but the 1954 amendments to the re- 
habilitation act were designed to stimulate these programs in the 
State. It was felt there could be increased State activity, so that the 
amendments both to grants to States and training programs which 
were to a major extent stimulated by the 1954 amendments marked 
a great expansion of the program. Even though the program had 
existed for a number of years, as you are pointing out, we still had not 
trained the number of people nor had the number of people necessary 
in the State agencies. 

Mr. Gotpperc. In your view, is there any reason as of today for a 
tighter type of control over State personnel practices with respect 
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to public assistance than there is with respect to vocational 
rehabilitation ? 

Dr. Hamu. I think, as the Secretary has pointed out, we have to 
view this in terms of individual programs, and the needs and re- 
quirements of the individual programs change from time to time. 

Mr. Gotpsere. Are there reasons why they could not be treated the 
same at the present time ? 

Dr. Hamutn. I think there would be justification as of the present 
time for a different type of treatment, because it will take time in the 
vocational rehabilitation program to assist the States to the extent 
where they can operate the programs with sufficient number of trained 
personnel. 

As the Secretary pointed out in his statement, this training of per- 
sonnel, the supplying of personnel, is essential in all our programs, 
but the needs will vary in the rehabilitation field, and that is the reason 
for separate treatment. There are still justifications for separate 
treatment at this time, I believe. 

Mr. Fountarn. On the subject of differing administrative practices 
between programs, it has also been brought to our attention that the 
various grant programs offer the States different and unequal avenues 
for appealing the decisions of Federal administrators. 

In relation to the program of your Department, judicial review is 
provided the States, I believe, in vocational rehabilitation and hospital 
construction, but there is no appeal beyond your Department available 
to a dissatisfied State in the public assistance program. 

Aside from the issue of administrative versus judicial review, Mr. 
Secretary, what is your opinion as to whether or not there should be 
a uniform policy of adjudicating interlevel disputes in the grant 
programs ¢ 

Secretary Fotsom. Well, I don’t think we have a lot of trouble there. 
I don’t think we would want judicial review as to the facts in these 
cases, because you would get into an endless amount of court procedure 
if you did that. I think there is judicial review in some cases when 
it comes to interpreting the law, but I don’t think we would want to 
go any further than we are now as far as judicial review is concerned. 
I do think we probably should see that it is as uniform as possible, but 
that depends again on the way the law is written. 

Mr. Founratn. Do you have a preference between some form of ad- 
ministrative review and judicial review ? 

Secretary Fotsom. We prefer administrative review. In most cases, 
as I think Mr. Schottland will tell you, we are generally able to work 
out our differences with the States without going to the courts. I 
don’t think judicial review would be the right way to work out these 
differences. 

Mr. Gotpsere. Do you feel that the provision for judicial review 
that now exists in programs like vocational rehabilitation is unneces- 
sary or undesirable ? 

Secretary Forsom. I wouldn’t want to say what change we would 
suggest in that. I am not familiar with how many cases go to the 
courts. Miss Switzer could probably tell you about that. 

Mr. Gotpsere. Mr. Secretary, you say the Department is generally 
able to resolve its difficulties with the States. Isn’t there a psychologi- 
cal factor involved here in that frequently questions are resolved be- 
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cause the States know they have no recourse but to conform, or the 
alternative is that Federal funds will be withheld ? 

Secretary Forsom. Of course, you have to weigh the advantages 
and disadvantages. If you are going to have judicial review, you 
just add up procedures; administrative costs will go up and there will 
be delay and everything else. In most cases, I don’t think we have 
basic differences with the States that can’t be ironed out on an equitable 
basis. We are both trying to accomplish the same purpose. 

As to the question on vocational rehabilitation, I would like to have 
Miss Switzer comment on that. 

Mr. Fountarn. If you find that a State’s public assistance program 
is not in conformity with Federal requirements, as I understand it 
the only penalty which you can apply is a withholding of total pro- 
gram funds from that State. 

Isn’t that penalty rather drastic, and isn’t it so drastic that it might 
impair its usefulness ? 

Secretary Forsom. Yes, I think it is true, I think it has been 
threatened that it might be applied. 

Mr. Fountatn. It never has been applied ? 

Mr. Scnorrianp. In one case many years ago. 

Mr. Founrarn. That is discretionary with you as to whether or 
not it is applied ? 

Secretary Forsom. No, if we find that States are actually not living 
up to the law, we haven’t any discretion in the matter. 

Mr. Fountain. Do they have any time within which to comply? 

Mr. Scuorrianp. We have taken the position on the basis of legal 
advice in individual cases that we will give the States a certain period 
of time in which to comply, so that we have—where it is a clear case of 
being so out of conformity that it is a major issue or problem, we 
probably would not have that kind of discretion in the matter, but in 
most cases they are relatively minor nonconformity problems, so we 
have been able to work it out on the basis if you guarantee that you will 
introduce a bill in the next session of the legislature, we would continue 
Federal grants and then adjust the matter when the thing is ironed out. 

Mr. Goxppere. Could you provide for the record, Mr. Schottland, 
a description of the circumstances under which Federal aid was with- 
held from a State ? 

Mr. ScHotrianp. Yes; we can dothat. 

Mr. Founrarn. Can you also give us the results in that State when 
total grants were withheld ? 

Mr. Scnorr.tanv. We could do that. 

(The information requested is as follows :) 

Grants to the State of Ohio for its old-age assistance program were suspended 
and a hearing held on the charge that there was inefficient administration of 
the program in a variety of respects. The State was advised on August 19, 
1938, that a hearing was to be held and such hearing was held on September 
6, 1988. The October 1988 payment to the State for old-age assistance in the 
amount of $1,338,160.92 was withheld. Subsequently, during the month of 
November, effective changes were made in the method of administration. In 
view of this, on November 30, 1938, the Social Security Board announced 
resumption of payments to the State effective November 1, 1938. 

On various occasions State proposed amendments to State plans, sometimes 
in the form of State legislation enacted by the State legislature were found 
to be out of conformity with the Social Security Act and States were advised 
that in the event such plan amendments were put into operation it would be 
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necessary to hold a hearing to determine whether Federal grants could be 
continued for the program involved. The process of negotiations took place 
in which the technical help of the Bureau of Public Assistance was offered 
the State in an effort to solve the problems raised by the proposed plan amend- 
ment. These situations were worked out without loss of Federal funds to 
the States. 

Mr. Founratn. Do you see any need for amending the Social Se- 
curity Act so as to permit you to limit the withholding penalty to a 
specific activity, or part of a State’s public assistance program ? 

Mr. Scuorrianp. Iam not sure that I get the question: 

Secretary Forsom. You mean part of the public assistance and not 
the rest of the social security ? } 

Mr. Founrarn. Do you see need for amending the Social Security 
Act so as to permit you to limit this withholding penalty to a specific 
activity or to a part of a State’s public assistance program ? 

Mr. Scuorrianp. In effect, we do that now, in connection with 
audit exceptions. That is, if there is a minor point, we take audit ex- 
ceptions and give the State a reasonable period of time in which to 
make their law conform, we will just not reimburse Federal funds. 

Mr. Goupsere. That would be with reference to the particular 
item ? 

Mr.Scworrianp. Yes. j 

Mr. Gotpserc. But suppose, for example, the Department objected 
to a State’s use of town, non-civil-service employees as participants in 
the welfare system. In such a case, if you felt this were a violation of 
the law, your option would be, I would think, to withhold funds from 
the entire program or to continue Federal aid. It wouldn’t be a 
retrospective situation, where the auditors would go in and say they 
will not pay these individuals who are actually doing the job. 

Mr. Scuorrianpb. I think that both options would be open to us. 

That is, I think if it were something so substantial that the whole 
plan was invalidated, I take it that there would be no question but 
that we could withhold funds. In practice, where we run across those 
situations, we have just taken audit exceptions and not reimbursed for 
that personnel. 

Now, this is, of course, an extremely important device, because with 
50 percent of the administrative costs reimbursed, the States do feel 
a compulsion to bring the thing in line with Federal requirements. 

Mr. Gorpserc. Perhaps I can put the question somewhat more 
clearly with a better illustration. 

Suppose a State has 100 administrative units, and because of some 
internal friction which might be of a political nature within that State, 
one of these units is violating the act. Would you not interpret that 
violation by one of the 100 units as constituting nonconformity of the 
State plan as a whole? 

Mr. Scnorrianp. Yes, we would, but if the next question would be, 
would we withhold funds for the State as a whole, then I can only 
refer to experience that we have very rarely done so. We have given 
the States notice, and required them to get that one unit in line, but 
if it were a major factor, take, for instance, one unit that refused to 
have any public assistance program at all, as has happened in some 
cases, they say we don’t want a public assistance program in our county. 
We would negotiate with the thing and try to work the thing out over 
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a period of time, but if there were persistence, we would have no 
alternative but to withhold Federal funds for the State. 

Mr. Goxpserc. In the event that one unit were dependent on Fed- 
eral and State funds and did want a program, but insisted upon certain 
practices that you felt violated the law: Do you feel that your Depart- 
ment would have discretion to withhold payments from that particular 
administrative unit within the State, while continuing the plan in 
operhiion and making public assistance payments for the rest of the 
State? Could you make that distinction as the law is now drawn? 

Mr. Scuorrianp. I would think not, but there may be some extenu- 
ating circumstance in individual situations. Generally speaking, I 
would think that we would not have that discretion. 

Mr. Gotpperc. Do you think there would be some nerpereme in 
being able to say to the State: We understand that you are fac ed w ith 
a difficult or delicate problem, and we will continue to participate in 
public assistance for the rest of the State, outside of that one ad- 
ministrative unit that is violating the law. 

Mr. Scuorrianp. I would think that at this stage of our develop- 
ment that there would be little use for such a thing, and this might 
actually set back the development of the program. States now are 
operating pretty uniformly, and there is very little difficulty on basic 
things, and where you have some minor difficulty, like a partic ular 
county, say, not complyi ing with the State merit sy stem requirements, 
and we take audit exc eptions, this kind of thing would seem to be much 
better than to start breaking down the principle of uniformity within 
the State. 

We haven’t had too much difficulty in that in the last few years. We 
did in the early stage of the program, but I see no real need for doing 
anything at this stage of the game. 

Mr. Founrary. You don’t think the difficulty has been sufficient to 
justify tampering with the law at the present time for fear of some 
other things that might happen ? 

Mr. Scuorrianp. That would be my impression, Mr. Chairman. 

Mr. Gorpeere. You can think of no circumstances where a selective 
withholding would be to the administrative advantage of your Depart- 
ment ? 

Mr. Scuortuanp. I would think not. 

Mr. Fountain. The subcommittee during its earlier hearings found 
a good deal of sentiment in the States for allowing the States, them- 
selves, to designate the appropriate operating agencies for administer- 
ing Federal grants. In fact, I believe the Kestnbaum Commission, of 
which you were a member, Mr. Secretary, also endorsed this principle. 

I wonder if you would care to comment on this? 

Secretary Fotsom. Well, there again, I think it varies with the plan. 
I think, Mr. Chairman, there might be initially some objections to it, 
but on the whole, I wouldn’t think it would make ver y much difference. 
I don’t know whether Mr. Schottland would agree with me or not. 

Mr. Scuorrianp. I think there are different requirements for dif- 
ferent programs, historically. 

In our programs, there is a great deal of discretion in the Govern- 
ment in practice. The discretion is quite limited by the fact that all 
the programs are in our welfare department, but there is no reason why 
the Government couldn’t decide, for example, that aid to the blind 
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should be in a separate blind commission which is the situation In some 
areas, or that the child welfare program couldn’t be outside of the 
Department that handles a public assistance program. _ 

We have had two situations, Pennsylvania and Illinois, where that 
has beentrue. It is no longer true in Pennsylvania, since they recently 
combined them. 

Mr. Fountarn. The States can do that sort of thing now ¢ 

Mr. Scnorrianp. Yes. 

Dr. Hamurn. The principal concept behind the grant-in-aid pro- 
grams is that a single State agency handle each individual program. 

This is quite sound, because this prevents a fractionating of the pro- 
gram between various State agencies, and the inefficiency of adminis- 
tration that would result. The question, although not specifically 
mentioned, I think is directed toward the type of requirement in the 
vocational rehabilitation program where not only is the principle of 
a single State agency adopted, but that State agency is designated in 
the Federal Law to be the State agency responsible for vocational 
education in the State or a State agency primarily concerned with 
vocational rehabilitation. Miss Switzer answered that question at 
length and the present position of the Department on that when she 
appeared. 

Mr. Gotprerc. Dr. Hamlin has put his finger precisely on the type 
of situation that has been criticized by some governors and other State 
officials as an infringement on their management prerogative. They 
don’t object to having the Federal law specify that there should be a 
single State agency responsible for a program so long as they can 
determine which agency it will be. But they do object to being told 
a specific program such as vocational rehabilitation must be operated 
under a board of vocational education, when in fact that particular 
activity involves functions that cut across departmental lines. 

The largest component of the program today is probably medical re- 
habilitation rather than education. That is the kind of requirement 
we have heard criticized. The Kestnbaum Commission, you will re- 
call, concluded that it is improper for the Federal Government to tell 
the States, as a condition of participating in a grant program, that 
they must administer the program through a particular State agency. 

Mr. Founrarn. Would the application of this principle require 
amendment of the Federal laws governing the maternal and child 
health and the vocational rehabilitation programs ? 

Secretary Forsom. It would, I think. I don’t know about child 
welfare. 

Mr. Gortpperc. Maternal and child health is the other instance 
where the law designates a particular State agency, in this case the 
health agency. But this is not really a problem, because where else 
would a health program be administered but in the health depart- 
ment? However, with respect to vocational rehabilitation, which 
appears to be the striking deviation from what some consider to be 
proper procedure, there is the possibility that some States might 
want to locate that program within another agency in preference 
to a board of vocational education. 

Secretary Fotsom. That would require a change in the law, I think. 

Mr. Gorpperc. I think the chairman was trying to ascertain, Mr. 
Secretary, whether or not you subscribe to this principle which was 
endorsed by the Kestnbaum Commission. 
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Secretary Fotsom. I think the principle is sound. 

So far as applying to this particular case, I have great confidence 
in Miss Switzer and the job she is doing in vocational rehabilitation. 
If she thinks this would upset her program, I would hesitate to make 
a change. 

Mr. Founrarn. She did a good job before our committee. 

When the Social Security Act was adopted in 1935, as you inti- 
mately know from your service on the President’s Advisory Council 
on Economic Security, I believe there was expectation that the new 
grant programs for unemployment compensation, old-age insurance, 
and the three categories of assistance would diminish the residual 
relief loads to a point where the States could carry the full burden 
without Federal help. 

Since that time, most States have favored those persons eligible for 
the Federally aided categories to the disadvantage of other needy 
— including needy unemployed persons of working age who 
1ave exhausted their insurance benefits or who were employed in 
jobs not covered by State insurance programs. 

Undoubtedly all, or most, of the States are capable of giving these 
needy persons equal treatment with those under the Federal categories, 
but for some reason they haven’t chosen to do so. The question 
raised in the minds of some is whether the Federal Government 
should have any less obligation to the needy unemployed than it has 
to the other needy groups that it now assists. 

If you believe that unemployed persons in need are entitled to 
the same treatment as those in the other categories, would you rec- 
ommend any type of Federal legislation to assist this group? 

Secretary Forsom. Well, getting to your basic question there, it 
has been disappointing that the old-age assistance, for instance, has 
remained at as high a level as it has with the Old-Age and Survivors 
Insurance System. 

Now, the trouble there was we did not get the wide coverage which 
we recommended back in the early days. There were many groups of 
the population left out of the social security old-age insurance plan. 

Also, we had many people who were not covered, who were old at 
the time the system went into effect, and they didn’t have enough 
work afterwards to become covered, and for several reasons the load 
didn’t go down as much as we had expected. 

In recent years there has been a steady decline in the number of 
people on old-age assistance. In fact, even in spite of the unemploy- 
ment situation that we have now, the number of people on the old-age 
assistance rolls is still going down, so we can expect before very long 
that the old-age assistance rolls will gradually get less and less of 
a factor. 

On the other hand, aid to dependent children has been going up, 
especially in recent months. I think it is at the rate of 10 or 12 percent 
a year, or something like that, and it is still going up. Of course, 
that is due to entirely different factors, broken homes, the number 
of broken homes seems to be going up, and for various reasons we 
have to increase aid to dependent children. 

Now, when it comes to the unemployment, there again, we haven’t 
covered everybody. The President has recommended, and many 
people recommend that we ought to increase the coverage to one or 
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more, instead of the present provision, which would help some. The 
States have not gone as far as many hoped they would go in extending 
the period and amount of benefits. ‘The temporary action taken by 
Congress should encourage the States to do a better job, but beyond 
that I think the States have a long way to go, though some States 
have done pretty well in both the duration and benefits of unem- 
ployment. 

Now, when it comes to all these programs together, as to whether 
we favor these particular groups, fs might say since the Federal 
Government is making grants-in-aid in these categories, there is more 
opportunity for the States to take care of the other people who are not 
covered, and the Federal Government should not be expected to take 
care of all groups. A 

I think that many States do provide for the needy and unem- 
ployed. Some don’t. But the fact that we have these various 
Federal programs would seem to make it easier for the States to 
take care of those not covered. 

Mr. Founrarn. Each program has a specific purpose, and there 
must be a line of demarcation somewhere. 

Secretary Fotsom. Yes, and I don’t think the position is very well 
taken that we are forcing the States to accord with our programs 
and that the States are not always in a position to take care of the 
other people not covered in these categories. It ought to be just the 
reverse. 

Mr. Founrarn. You referred to the fact that grants for aid to 
dependent children have gone up. The welfare people in my State, 
and particularly in my area, are very much concerned about this sit- 
uation. They have many incompetent parents—not mentally in- 
competent justifying judicial action, but parents who just don’t know 
how to handle their funds and who spend public assistance money 
which is supposed to be used for the benefit of the children for other 
purposes. 

In many instances, they have actually had mothers come to them 
and say: “I wonder if you would keep this money for me and let me 
come and get so much each week.” They say they don’t have the 
authority to do it, and are told that they must deliver the check to 
the recipient. If that person wastes the money and the children don’t 
get the benefit of it, there is nothing that can be done. Is an effort 
being made to solve that problem ? 

Mr. Scuorrianp. That has been the subject of continuous study on 
our part, and the part of the States. There are a few things that are 
being done. The number of such cases are relatively small in relation 
to the total problem, and, therefore, some States have taken the posi- 
tion in a few of those cases that they will actually pay the money 
entirely from State funds, pay the money out in kind rather than in 
eash. That is, they will pay the bills and forego Federal funds in the 
interest of seeing that the matter is properly handled. 

On the other hand, there are various other ways of handling the 
situation. There is a possibility of the appointment of guardians, and 
other such methods, but it is our feeling that at this stage of the 
game, subject to continued further analysis and study, that we ought 
not to have a situation where, administratively, States can decide that 
in this case they will get cash, in this case they will have their bills 
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paid for them without some more formal procedure—either appoint- 
ment of a guardian, or something else. 

Now, those States where it has been a serious problem, in the few 
cases they have foregone the Federal funds and paid out the money 
on behalf of the individuals. 

Mr. Founratn. I have the impression that this situation is very 
prevalent in my State, and particularly in my home county where the 
superintendent of public welfare has contacted me repeatedly because 
children were not getting things they needed and money was being 
wasted. In addition to my own section, we have had a number of 
witnesses testify in our regional hearings that public assistance ad- 
ministration would be improved if welfare departments were per- 
mitted, in certain cases, to restrict individual payments. It was said 
that the cash grant is misspent in some types of cases, notably those 
involving alcoholism and in ADC where the parent-payee squandered 
the money and the children don’t benefit. 

Two kinds of remedies were proposed for these situations: One, 
permit payments directly to vendors, and two, allow the States to 
adopt a simple guardianship arrangement for the benefit of ADC 
recipients. In this latter connection it was pointed out that while 
OASI benefits can be paid to persons other than the beneficiary under 
certain circumstances, this same flexibility is not permitted under the 
public assistance program. 

I wonder, Mr. § Secretar y, if you would give us your opinion of these 
proposals and aiso tell us what kind of arrangements along these lines 
are possible under the Social Security Act. 

Secretary Forsom. I would like Mr. Schottland to answer that. 

Mr. Scuorrianp. If I might take the two things in reverse order, 
the simple guardianship ar rangement, first; we have been unable, un- 
der the law, to work out agr eement for a simple guardianship arrange- 
ment on the ground that public assistance recipients should be treated 
in guardianship proceedings the same as anyone else and the State law 
ought to apply to them in the same way as it applies to anyone else. 

I am not in a position to state what the Department's official position 
might be with reference to a change in the law. I personally feel that 
it would be advantageous to provide a simpler guardianship procedure 
providing we did retain court review so that there would not be ad- 
ministrative determination which would involve what essentially is 
a legal and court procedure. 

I do feel that we could work out a simpler guardianship arrangement. 

With reference to payment to vendors directly, I just would like to 
point out that if a person misuses his funds, if he is that kind of a 
person, he doesn’t have either the ability or the desire to utilize the 
funds on behalf, say, of the children, then he will do the same thing 
with vendor arrangements. Anyone that has been involved in the ad- 
minstration of the old programs of grocery orders would know that 
you can’t police that kind of system. You go to the groceryman and 
say, “Well, Iam only supposed to get certain groceries, but would you 
give me $10 worth of beer,” or cigarettes, or something else, and it 
just can’t be policed. That is the experience of everyone who has 
worked in the program. 

Mr. Fountarn. You say that has been tried ? 
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Mr. ScuorrLanp. Yes; it was tried during the days of the depression. 
In 1 State a study was made, a spot check and they found 70 percent 
of the grocers were violating the restrictions that were placed on what 
foodstuffs could be obtained, so that it is just a very unsatisfactory 
system. 

I think we also have to face the fact that even though there may be 
some injustices, and some difficulties involved in not getting the money 
to be used for the purposes for which it should be used, that in any of 
these programs there are certain difficulties in any programs, and I 
don’t think you solve it by violating or infringing on a fundamental 
principle which certainly in this country we believe in namely, that 
a person ought to have a ‘right to spend his income in accordance with 
maximum freedom to the individual. We have the same thing in old- 
age and survivors insurance. No one, I think, would suggest that if 
a person doesn’t spend the money for the children when they are given 
widows’ and survivors’ benefits for the children that we ought to give 
them money in kind or pay vendors’ bills. 

It seems to me the same principle does apply to public assistance. 

Mr. Fountain. The suggestion has also been made that the interests 
of children might be protected by requiring the parent or guardian 
to account for the payment by producing purchase receipts at the end 
of the month. This procedure, of course, would apply only to those 

‘ases where the welfare officials have reason to believe that payments 
are misused. 

I asked the superintendent of welfare in my county if it would 
necessitate more personnel to do this policing, and she said it would not. 
In fact, it might even make it easier for them, because they now have 
so many complaints from people in the community that funds are 
being squandered that they must spend a great deal of time to check 
and answer the complaints. They could use that time to help guide and 
direct the parent in properly spending the money. 

Mr. Scnorrianp. Of course, I think our experience has been if there 
is sufficient personnel to work with these families, they can help the 
families in handling their funds more intelligently and more ade- 
quately, and I don’t think just requiring them to have a receipt is going 
to do the trick. You can get receipts if you are the kind of person 
that wants to do this, and you can even re-sell things that you buy, 
and it seems to us the answer is having small enough loads for the 
workers so they can actually see the families, and sufficient trained 
personnel so they can work with the families. 

There are very few families, with the appropriate work, with normal 
love and affection which parents have for their children, where you 
can’t work the matter out. 

Secretary Forsom. I think the problem is more well-trained social 
workers who work with the families and try to get them off relief. 

Mr. Fountratn. Obviously you recognize the problems and the prac- 
tical difficulties involved. I wonder if your Agency has recommended 
to local welfare administrators proper methods for assuring that 
children will benefit from assistance payments in ADC cases where the 
parent is iresponsible? Have you made suggestions as to how they 
might handle this situation ? 

Mr. Scnorriann. Yes; our field people are working on this problem 
all ” time, and we had, when I was welfare director in California, a 
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struggle with this problem and Federal representatives made a num- 
ber of suggestions to us with reference to it. 

Mr. Founratrn. In what State was it, Dr. Goldberg, where we were 
told that 26 percent of the checks were cashed in barrooms? 

Mr. Gotpserc. That was in Denver, Colo. 

Mr. Fountarn. I think it was 26 percent. I was dumfounded. 

Mr. Scnorrianp. I venture the uninformed guess that this has no 
relationship to the facts. I have never heard of anything like 26 per- 
cent, and I just would not believe that this would be possible. 

Mr. Founratn. It may have been within the city of Denver, I am 
not sure. As I recall it, 26 percent was the figure given to us. 

Mr. Gorpperc. I think the point was raised when the city welfare 
director rather than the State welfare director testified. 

Mr. Scuotrianp. It could be possible in a small community where 
they had 1 or 2 bars, and maybe 1 bar specialized in cashing checks, 
everybody came and cashed them. That doesn’t mean it was spent 
there. 

Mr. Founrarn. Where the cities have bars, I find they have plenty 
of bars—not just 1 or 2. 

Mr. Gouppera. I think we should direct that part of the testimon 
to Mr. Schottland for his review. The witness indicated that some kin 
of a survey was made out there of bars and other places serving liquor, 
and they found that a large proportion of welfare checks had been 
cashed at these establishments. 

Mr. Scuorrtanp. We would be glad to look into it. 

(The information requested is as follows :) 

The Bureau of Public Assistance obtained the following information from the 
Colorado State Department of Public Welfare regarding the September 1956 
sampling study made by the Denver Department of Public Welfare of checks 


issued in January and February 1956 to recipients of aid to the blind, aid to de- 
pendent children, and general assistance. 


Assistance checks | Checks cashed in 
included in sample combination cafes 




















Program and bars 
| Number | Percent | Number | Percent 
a a ak 2 inte ini sinssaie aennsin Seah tun dle 403 22.9 219 54,3 
ee ee ee I asec lil cece 524 29.7 80 15.3 
i hah onc neiesitredamienawtanpuelig- atid aie 837 47.4 162 19.3 
DR in tisecntntaenncncspiasanntentdietien nerteuchdes | 1,764| 1000] 461 26.1 


The Denver agency found that most of the checks were cashed in combination 
cafes and bars located in an “eating-out” district of Denver. Most of the aid 
to the blind and general assistance cases in this district were single persons 
who took their meals in cafes. The agency studied, in greater detail, a consid- 
erable number of the sample cases in all three programs, especially those clients 
that they thought to be alcoholics. These persons were checked against the court 
records of arrests for drunkenness and not one of the persons checked that had 
cashed his checks at a cafe-bar was arrested for drunkenness during the 2-month 
period under study. The Denver agency said it is their policy to discontinue the 
aid to the blind or aid to dependent children assistance payments to alcoholics 
and to provide general assistance contract care under which arrangements are 
made for board and room. In his report at the time of the study, the manager 
of the Denver Department of Public Welfare informed the Denver advisory 
board that there was no conclusive evidence that large numbers of welfare clients 
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spend money for liquor. When the board considered the report, some of the 
members said they cashed their personal checks at cafes and they did not believe 
there is a serious problem in Denver. 

Mr. Fountain. Thinking of the origin of the old-age assistance 
program, was it the expectation of the Advisory Council and of the 
Congress that there would develop substantial differences in the char- 
acter of State programs ? 

Secretary Forsom. Of course, we looked on this old-age assistance 
as more of a stopgap affair, hoping that the great bulk would be trans- 
ferred to old-age insurance, and that is the way it is working out, 
though the period is longer than we anticipated. 

I think at the time we all felt we would have to leave it up to the 
States as to definition of need. That is the big problem, of course, the 
definition of need, eligibility. We devel at length whether you 
could have uniform standards for the country as a whole, and we 
just didn’t think it was possible to do it. The alternative is to leave 
it to the States. There is more latitude in this program than any 
other one, but I don’t see any answer to it. I just don’t see how you 
can set standards in Washington that will apply uniformly throughout 
the country. 

Mr. Founrarn. Today we find tremendous differences in OAA 
recipient rates between States of comparable income levels and where 
one would expect to find reasonably similar proportions of needy 
persons. Apparently these striking differences result largely from 
the adoption by some States of what amounts to a pension philosophy, 
while other States apply strict tests of need. 

If the Federal share of program expenditures were relatively small, 
these differences would be justified by the willingness of certain States 
to tax themselves to maintain liberal programs. But when the Fed- 
eral share is very large, as it is today, questions of fairness toward 
the needy population and the tax-paying public are raised by a policy 
which permits each State to determine for itself the essential eligi- 
bility conditions. 

Would you comment on this problem, one to which I am sure you 
have given a lot of thought? 

Secretary Fousom. I would say a lot of trouble is inherent in the 
program itself. All of us, to begin with, thought that assistance was 
not the answer to the old-age preblem; we ought to go to insurance 
rather than assistance. Much of the trouble today is due to the for- 
mula, which I mentioned before, under which the Federal Government 
pays 80 percent of the first $30. 

Now, that could be corrected by a variable grant rather than the 

resent formula. 

Then, also, when we started in this plan back in 1935, the Federal 
participation was only 50 percent, 50 percent of $30. Now, we 
have changed considerably from that you see, and you have a 
higher percentage of Federal peer which discourages par- 
ticipation by the State, specially in the low-grant States. I would 
say many of the difficulties could be corrected by changing the for- 
mula. That is why we would propose changes to have it on a variable 
grant basis, on an averaging basis, to get around some of the difficulty 
and gradually bring down the percentage of Federal participation 


and get closer to the level we originally had in mind, 50-50 on the 
average for the nation as a whole. 
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We realize that can’t be done quickly, but it could be done over 
a period of years so we can look forward to the time when the sys- 
tem is on a more practical basis that it is now. 

Mr. Founrary. In this connection, I might read what the Kestn- 
baum Commission said. This appears on page 275 of the report: 

“The revised formula would not affect the loose eligibility practices 
found in a few States. These practices result in a heavy drain on the 
Federal Treasury, thus discriminating against other States that con- 
tribute indirectly to the support of these programs. The Commis- 
sion recognizes ae inequity of this situation. It seems, however, that 
the national interest is better served by relying upon State responsi- 
bility in this area than by imposing r igid Federal requirements. How- 
ever, if the States do not take the initiative in correcting loose eligi- 
bility practices, it might prove necessary to fix further limits on 
Federal financial participation.’ 

Secretary Foxtsom. I ink that is in line with what we said. 

Mr. Fountary. Would it be desirable to have a Federal definition 
of minimum need, one which would permit States to adopt a more 
liberal standard with its own resocures? Or perhaps, a uniform 
policy regarding the responsibility of relatives to contribute to the 
su port of recipients ? 

Secretary Forsom. [ doubt if it would be advisable. I doubt if you 
could agree on a definition, if differs widely in different States, and 
I imagine you would have an awful time in Congress to agree upon 
any definition. 

Mr. Fountarn. It would probably get into the question of the State 
determining for itself what minimum need is. 

Secretary Fotsom. Of course, the need varies, just as it varies within 
the State, and it varies between States. The minimum need that might 
be right for a high-income State would be too high for a low-income 
State. I don’t see how you could have variable amounts. 

Mr. Founrarn. It has been recommended to this subcommittee that 
the Social Security Act be amended—we don’t have legislative juris- 
diction over this matter, but the recommendation was made to us—to 
provide that no Federal funds will be payable to States which have 
length of residence requirements as a condition of eligibility for assist- 
ance. What is your opinion of this proposal ? 

Secretary Fotsom. Mr. Schottland, do you care to comment on that ? 

Mr. Scnorrianp. The administration has no particular position as 
of this time on this. There has always been strong feeling expressed 
in Congress, based on a number of bills introduced from time to time, 
that there ought to be a greater uniformity of residence requirements. 
Some States have abolished residence requirements, such as New 
York State. A number of States have abolished them in specific pro- 
grams, like blind, and others. As of this moment, we do not have a 
specific position on it. 

Mr. Fountain. With regard to public health grants, the suggestion 
has been made that there should be better coordination between the 
Public Health Service and the Children’s Bureau. I wonder if you 
would care to comment on that and perhaps tell us a little about what 
the Department has been doing to coordinate these separate units, both 
of which administer health grants. 
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Secretary Forsom. I think there has been much coordination in the 
last few years. I see it in the work that we do in the Department, and 
Mr. Schottland can tell you more about the Children’s Bureau, how 
they work. Of course, they are separate units. The Children’s Bureau 
is under Mr. Schottland’s jurisdiction and the Public Health Service 
is under the Surgeon General, but I think Mr. Schottland can tell you 
how closely they work together. 

Mr. Scnorrianp. As a matter of fact, the coordination today is very 
close. I think that in the early stages of the program there were a 
number of problems, there were some different approaches, and the 
whole thing was getting underway and organized, but today there 
are several things that are done. 

No. 1, States may in maternal and child-health programs, and the 
public-health programs, actually utilize portions of their plans from 
one program to another. The plans are very closely coordinated 
through the field. The doctors on the Children’s Bureau staff, and the 
Public Health staff are in frequent communication in the regions, and 
we think that through this device we have gotten around the difficulties 
in the initial part—in the initial stages of the program. 

In addition, meetings with the State and Territorial Health Officers 
or joint meetings between the Children’s Bureau and the Public 
Health Service, and common meetings are called of States in the 
regions between the two, so that I think we are making tremendous 
progress, and would certainly be amenable to any suggestion for fur- 
ther coordination of the program. 

Mr. Fountain. The subcommittee is very much interested in the 
possibilities of simplifying and coordinating Federal procedures for 
the grant programs in order to reduce the administrative burdens of 
the States. 

I note that under Reorganization Plan No. 2 of May 16, 1946, and 
No. 1 of April 11, 1953, the Secretary of Health, Education, and Wel- 
fare is to establish (a) uniform standards and procedures relating to 
requirements common to two or more programs, and (6) procedures 
under which a State agency participating in more than one program 
may submit a single plan of operation. 

It would be helpful to the subcommittee in its study if you would 
submit to us a chronological outline of the steps taken to simplify the 
Department’s grant programs in accordance with these directives. 

Secretary Fotsom. We would be glad to submit that. 

Mr. Founratn. We will make the information a part of our hearing 
record. 

(The information requested is as follows :) 


COORDINATION AND EFFICIENCY OF PROGRAMS WITHIN THE DEPARTMENT OF 
HEALTH, EDUCATION, AND WELFARE 


This statement presents a summary of action taken by the Federal Security 
Agency pursuant to Reorganization Plan No. 2 of 1946, and by the Department of 
Health, Education, and Welfare under Reorganization Plan No. 1 of 1953 to im- 
prove administration and to effect economies. 

The most significant provision of Reorganization Plan No. 2 of 1946 to accom- 
plish this purpose was section 10, which reads as follows: 

“Src. 10. Coordination of grant-in-aid programs.—In order to coordinate more 
fully the administration of grant-in-aid programs by officers and constituent 
units of the Federal Security Agency, the Federal Security Administrator shall 
establish, insofar as practicable, (a) uniform standards and procedures relating 
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to fiscal, personnel, and the other requirements common to two or more such 
programs, and (0b) standards and procedures under which a State agency par- 
ticipating in more than one such program may submit a single plan of operation 
and be subject to a single Federal fiscal and administrative review of its opera- 
tion.” 

In response to this directive the Federal Security Agency took a number of 
steps. In January 1946 the Office of Interagency and International Relations 
was established. Because of the increased activity in international contacts 
much attention was given to this field. Theretofore the constituent units— 
Public Health Service, Office of Education, Social Security Administration, ete.— 
had each worked more or less independently with the State Department and in 
dealing with other countries on their special programs. The Hoover Commission 
strongly recommended -that each department establish some central coordi- 
nating unit so that the State Department could deal with one official, and the 
Department itself could coordinate the work of its several units. The Office 
of Interagency and International Relations was established to serve this 
purpose. 

Similarly, to carry out the specific directive cited above the Agency established 
the Office of Federal-State Relations. Under the direction of this office the 
whole concept of the State plan in the grant-in-aid programs was reexamined. 
Plan requirements were simplified and coordinated. While it was not possible 
to develop a single State plan for all the grant programs, as suggested in section 
10, because of basic differences in the programs, the general requirements for 
State plans and the method of submitting and reviewing State plan material 
were standardized and made fairly uniform. Where possible, as in the field 
of health, arrangements were worked out so a State department—the health 
department for example—could submit a single or joint plan acceptable both to 
the United States Public Health Service and the Children’s Bureau. In general, 
uniform standards were developed in those areas which are common to the 
several programs. 

Such uniform standards were particularly important in connection with the 
fiscal review, or audit of State expenditures in the grant-in-aid programs. and 
with the merit system requirements included in much of the grant-in-aid legisla- 
tion. Each of the operating agencies previously had its own special staff in 
these fields, and heretofore there had been no way of achieving a common nolicy. 
The work of these separate units was now coordinated through the Office of 
Federal-State Relations. In 1948 this was carried further by establishing in 
the Administrator’s Office a single unit to perform all the merit system services 
for the various programs, and another to make all grant-in-aid audits. This 
greatly facilitated the establishment of uniform standards, simplified orerations 
both for the Federal agency and for the States, and resulted in substantial 
economies. 

At the same time the Federal Security Agency strengthened the central ad- 
ministrative and fiscal services of the Agency. Also, the social security regional 
offices, and field offices of the various constituent units were brought together 
in a single regional office svstem and transferred to the Federal Securitv Agency. 
This has greatly facilitated coordination of the several grant programs in dealing 
with States. 

Reorganization Plan No. 1 of 1953 established the Department of Health, 
Education, and Welfare in place of the former Federal Security Agency. The 
most important result of this plan was the increased status given to the De- 
partment and to the activities of the several operating agencies. This has been 
reflected in all aspects of the Department’s operations. 

One of the early acts of the Secretary was to arrange for a management survey 
of the functions of the Secretary’s Office. This survey report made various 
recommendations on the basis of which administration in the Secretary’s Office 
was strengthened in various ways. 

There was established an Office of Financial Management which contains 
a Division of Fiscal Policy and Procedure and a Division of Internal Audit. Both 
of these divisions have only small staffs but they are important: tools of manage- 
ment which enable the Secretary to see that the fiscal controls in the operating 
agencies are annropriate and adequate and that they are observed in practice. 

The Office of Management Policy was also created. This office studies problems 
of organization and procedure at various points within the Department and, 
at the request of, and with the cooperation of the operating agency, makes 
special surveys of particular areas where problems have arisen. 


mitt 
addi 
istre 
and 
The 
part 
to ce 
poli 
the 

Dep 


age! 
The 
as ¢ 
excl 
age! 


vari 
Sec 
witl 
in-a 
Sec: 
pro} 
mor 
Spe 
the 

tar) 


tot 
the 
C00! 
are 
nat 
The 


ine] 
Dey 
for 
the 


pro 
gra 
son 
gra 
sio! 
den 

! 
ern 


unt 





FEDERAL-STATE-LOCAL RELATIONS 305 


Another development was the establishment of a Departmental Budget Com- 
mittee with the Under Secretary as Chairman. This Committee includes, in 
addition to the Under Secretary, the Assistant Secretaries, the Director of Admin- 
istration, the budget officer, the General Counsel, the Special Assistant for Health 
and Medical Affairs, and the assistant to the Secretary for program analysis. 
The Committee reviews all budget requests for the various programs of the De- 
partment, reviews the annual departmental legislative proposals, and undertakes 
to coordinate activities in the several fields. The Committee identifies any major 
policy issues which may arise and these are brought to the special attention of 
the Secretary. In this way an integrated policy has been developed for the 
Department as a whole. 

A Departmental Council consisting of the Secretary, the heads of the operating 
agencies, and representatives of the Office of the Secretary, was established. 
The Secretary meets with this group weekly to discuss questions of policy as well 
as of operations. The Council serves as an important medium, not only for 
exchanging information, but for coordinating activities of the several operating 
agencies. 

As a further means of assuring a coordinated departmentwide approach in the 
various operating programs, there were established two positions of Assistant 
Secretary, one having general supervision over the Department’s field operations 
with special attention to Federal-State relations, merit system standards, grant- 
in-aid audits, etc., and one giving special attention to legislation. The Assistant 
Secretary for Legislation is responsible for coordinating the development of new 
programs, the drafting of legislation, and the preparation of departmental testi- 
mony and recommendations. In addition, there was established the Office of 
Special Assistant for Health and Medical Affairs. This office keeps in touch with 
the medical aspects of all of the Department’s activities and advises the Secre- 
tary regarding medical problems and related legislation. 

Also in the Office of the Secretary, there was established the Office of Assistant 
to the Secretary for Program Analysis. This office is working continuously with 
the several operating agencies both to improve their own programs and to assure 
coordination in matters which concern several agencies. In various specialized 
areas, such as migratory labor, juvenile delinquency, mental retardation, and the 
national health survey program, interagency committees have been established. 
The office also provides for the review and coordination of questionnaires and re- 
ports and statistical forms affecting the several programs. In addition this office 
includes the special staff on aging which integrates the extensive work of the 
Department in this field. This staff also provides the secretariat and services 
for the Federal Council on Aging which coordinates, in turn, the activities of 
the 13 Federal agencies with programs for the aging. 

At the outset the Department also undertook a thoroughgoing review of both 
program and administration in the various operating agencies, particularly 
grants-in-aid. Task forces composed of Government officials and qualified per- 
sons outside Government were established to study each of these programs. The 
grant-in-aid structure was improved by providing special limited grants for exten- 
sion and improvement of programs in specified areas, and for special research and 
demonstration projects to do pioneering work in certain fields. 

At the same time, at the President’s suggestion, the Commission on Intergov- 
ernmental Relations was established to review the whole question of Federal- 


State relations and grants-in-aid. The Department cooperated fully in this 
undertaking. 


Mr. Founrarn. Mr. May? 

Mr. May. Ihave no further questions, Mr. Chairman. 

Mr. Fountain. Mr. Naughton. 

Mr. Naveuron. One question, Mr. Secretary: I believe that you 
indicated that you feel it might be advisable for the States to gradually 
take over more responsibility for some of the present grant programs, 
thus freeing the Federal Government to concentrate on rea 
in other areas, and you also indicated that, with some minor exce 
tions, you felt that these programs are necessary and should be 

continued. 

Now, of course, I think it is implicit in this that there be a transfer 


of some revenue sources from the Federal Government back to the 
States. 
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Do you feel that it is going to be necessary to carry out any such 
transfer in such a way that there are some safeguards to make certain 
that the States will use the revenue thus made available to carry out 
the programs which the Federal Government is relinquishing ? 

Secretary Fotsom. It would be easier if you could do that, but that 
is one of the big questions, how you could guarantee that. You can’t 
tell the States exactly how they are going to raise their own revenue, 
I don’t think, and that is one of the big problems as to how you make 
sure. That is what we are up against in the recommendation we made 
in the Federal-State Action Committee. We can urge the States to 
do it, but whether the States will actually go ahead and use their 
money for that purpose is a question. We can’t force them to do it. 
I just don’t know. The money would be available; the States could 
use the revenue, but if they don’t want to do it, I don’t see how you can 
force them to. 

Mr. Naventon. Do you think the only reasonable assurance you 
will have that the States will use the released revenues to operate the 
programs is by tying the release of revenues to the assumption of 
the programs ? 

Secretary Forsom. Yes, you would have to do it in some way, but 
I don’t know how that would work out, either. That is one of the 
problems the Treasury is studying now to see what we can do. 

Mr. Founrarn. In that connection, I know that the telephone com- 
pany people in my State have frequently said that the telephone tax 
was an emergency tax in the first place, and they would like to see 
it eliminated. And some have contended that if it is returned to the 
States, the telephone companies will make an all-out effort to keep 
that tax from being reenacted by the States on that very basis. 

Secretary Forsom. Of course, many of these taxes we have now 
were emergency taxes when they were started, so I don’t think the 
argument holds very well. 

Mr. Founratn. It holds only insofar as they want to contend it 
ought to be eliminated, I agree. 

Secretary Forsom. And I think it shows the difficulty of getting a 
solution to the problem. 

Mr. Founratn. Do you have any further observations ? 

Secretary Forsom. No, I appreciate very much your courteous 
treatment. 

Mr. Fouyrarin. We want to wish for you an abundance of good 
health, success, and happiness in whatever you undertake when you 
leave the Government. 

Secretary Forsom. Thank you very much, Mr. Chairman. 

Mr. Founratn. We would like Mr. Schottland, Mr. Roney, and 
Miss Emery to remain with us for a little further questioning. I hope 
we will be able to complete that in short order. 
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Mr. Roney, as requested in our previous hearing, you submitted 
data to the subcommittee on State residence requirements for each 
of the assistance categories. We would appreciate your submitting 
also for the record information on other State-determined eligibility 
orovisions, such as the maximum amount of real and personal property 
Paes permitted assistance recipients, and the extent to which rela- 
tives are expected to contribute to the support of needy persons. You 
might limit this information to one of the categories, perhaps old- age 


assistance, if it is typical of all categories. 
We will give you a copy of the transcript. 
Mr. Roney. We would appreciate that so we can get it correctly. 
(The information requested is as follows :) 


PROPERTY AND INCOME 


LIMITATIONS IN DETERMINING 


ELIGIBILITY 


ASSISTANCE * 


FOR OLD-AGE 


Federal requirement.—One of the conditions for approval of State public 
assistance plans and for Federal financial participation in old-age assistance is 
that the State plan must provide for consideration, in determination of the need 
of a claimant of assistance, of any income and resources that he may have. 

















I. Provisions on owner. vane of praperty: used as home 
Makes no _ separate Evaluates home 
evaluation of home; | Evaluates home with all real | Evaluates home separately | separately but 
includes it in total | property against a maxi- against a maximum applied | specifies no sepa- 
of both real and per- mum applied only to real | only to the home property? | rate maximum 
sonal property (7 | property ? (6 States) (18 States) for home prop- 
States) erty 3 (22 States) 
District of Columbia. | California _.... $5,000 | Alabama._.........._. $5, 000 Alaska. 
Indiana. ae a 2,000 | Arizona___............ 8,000 | Colorado. 
Missouri.‘ Kentucky-.--_- . 5,000} Arkansas............_. 4, 500 | Connecticut. 
New Jersey. Minnesota. - . -- 10,000 | Florida................ 5,000 | Delaware. 
New York. ae eS .--- | Georgia._............. 5,000 | Idaho.§ 
Pennsylvania, | New Hampshire --.--- 15000) Te as onc one as 5,000 | Illinois. 
Virginia. Kansas, moderate plus. 750 | Louisiana. 
Michigan §____.....__- , 000 | Maine. 
| Mississippi__---- 4,000 | Maryland. 
Montana...--.-.---- 3,000 | Massachusetts. 
| a Drainage J (7) North Carolina. 
New Mexico. --..-.--- 4,000 | North Dakota. 
Ohio. band 6,000 | Oregon. 
Oklahoma.. e 8,000 | Puerto Rico. 
South Dakota_- 6,000 | Rhode Island. 
‘Tennessee __ .------ 3,000 | South Carolina. 
Virgin Islands.......-. 2,000 | Texas. 
Wyoming. - 3,000 | Utah. 
Vermont. 
Washington. 
West Virginia. 
Wisconsin. 








1 Compilations based on characteristics of State public assistance plans in effect Oct. 1, 1957. 
2 These amounts are not strictly comparable because they 


‘*market value,’’ ‘‘real value,” ‘‘assessed value minus encumbrances,” “equity.” 


3 While there is no money 


sideration of such things 


4 Missouri sets a dollar value maximum ($5,000) 
and personal property including the home. 


as cost of upkeep and shelter needs of the family. 


5 Special provisions; refer to published document. 
¢ Includes home in real property but specifies no maximum. 
1 Describes value of home as moderate; no specified amount. 


are modified variously by such phrases as 
amount attached to the value of the home, the term “evaluates” includes con- 


, in contrast with other States in this grouping, on all real 
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III. Provisions prohibiting transfer or other disposition of property without 
adequate consideration prior to application 


States with no specific provision (6 States) : 


Hawaii North Carolina Rhode Island 
Louisiana Puerto Rico Virgin Islands 
States with such provision, no time limit specified (22 States) : 
Alabama Michigan Texas 
Alaska New Jersey Vermont’ 
California New Mexico Washington 
District of Columbia New York West Virginia 
Idaho * North Dakota * Wisconsin 
Iowa? Ohio Wyoming’? 
Kentucky?” South Carolina 
Maine*® South Dakota 


States prohibiting such transfer or assignment within a specified number of 
years prior to receiving assistance (25 States) : 


State: Yeare 
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1 Provision applies only to property worth $500 or more. 


* Any transfer of property to certain specified relatives, if without adequate compensa- 
tion, may be set aside up to 1 year after the death of the recipient. 


1 Limitation of 5 years speed to transfer of real property. 
? Provision applies to act 

* Other special proce. 

* Provision appl 


on of applicant or spouse. 


es only to transfer of real property. 
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Provisions for Recoveries, Liens, and Assignments in Old-Age Assistance * 


Federal requirement.—None. State provisions for the placing of liens on the 
property of a recipient of public assistance, for assignment of resources such as 
insurance and negotiable assets, or for recovery from the estate of deceased 
recipients are the result of State law or regulation; The Federal Government 
requires only that it receive its proportionate share of any moneys so recovered. 


No provision for recoveries, liens, or assignments (20 States) : 


Alabama Georgia Oklahoma 
Arizona Kentucky Puerto Rico 
Arkansas Louisiana Tennessee 
California Mississippi Texas 
Colorado Missouri Virgin Islands 
Delaware Nevada Washington 
Florida New Mexico 


Provision for recoveries from estate of recipient (33 States) :? 
Claim filed against estate (10) : 


District of Columbia * Maryland ° South Carolina 
Iilinois Michigan Wyoming 
Kansas North Dakota 

Maine Oregon 

Claim secured by lien or other type of legal security (23) : 

Alaska Montana Rhode Island * 
Connecticut * Nebraska South Dakota 
Hawaii* New Hampshire * Utah 

Idaho New Jersey * Vermont * 
Indiana New York * Virginia 

Iowa * North Carolina West Virginia * 
Massachusetts * Ohio * Wisconsin * 
Minnesota Pennsylvania 


RESPONSIBILITY OF RELATIVES FOR SUPPORT OF APPLICANTS AND RECIPIENTS OF 
OLp-AGE ASSISTANCE—51 SraTes * 


1 There is no classification which adequately reflects differences in the extent and ways 
that States use in determining the ability of relatives to support recipients of assistance 
and in enforcing such support. All States have general legislation making certain close 
relatives responsible. for the support of other relatives: for example, ee of 
parents for the support of minor children, and in some States responsibility of adult 
ehildren for parents and even more distant relationships. In a majority of States there 
are specific provisions in the welfare laws relating such support to eligibility and the 
amount of the assistance payment. However, this is not the case in some States. HEnforce- 
ment of support may be secured through criminal or civil action. The amount of support 
expected may be determined according to widely varying scales of income of the liable 
relatives under which the amount of expected contribution, if any, would be determined. 
Other States, though attempting to secure support, do not use an income scale, and stili 
ethers consider only the contributions actually being made. 


(The following table is an extract of information contained in a comprehensive 
study of the laws and administrative provisions of the States on this subject 
which was based on 1952 data. The figures have been brought up to date (June 
1958) in accordance with the information available to us.) 


‘ ase based on characteristics of State public assistance plans in effect October 
, 1957. 
2 All of these States safeguard the rights of the surviving spouse or dependent children 
in the use of the home property. 
( * Has also a provision for the assignment of insurance or cash and negotiable assets 
14 States). 
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SELECTED PROVISIONS ON RESPONSIBILITY OF ADULT SONS AND DAUGHTERS FOR 
SUPPORT OF OAA APPLICANTS AND RECIPIENTS 


States with legislation clearly applicable to OAA (32 States) : 


Alaska Kentucky ** New York? 
Arkansas? Maine? North Dakota 
California * Maryland ** Ohio ** 
SJonnecticut ” Massachusetts ” Oregon ? 
Delaware?” Michigan ? Pennsylvania * 
District of Columbia * Minnesota ” Rhode Island * 
Georgia ? Montana Vermont 
Hawaii? Nebraska Virginia ** 
Illinois ? Nevada” West Virginia * 
Indiana New Hampshire Wisconsin 
Iowa? New Jersey * 


States with no provision relating to OAA but with general support legislation ; 
contributions from adult children taken into account (7 States) : 


Alabama Louisiana * South Dakota * 
Jolorado Mississippi Utah 
Idaho 


States with no legislation affecting adult children (public assistance, general 
support, or criminal) ; available contributions from adult children taken into 
account (12 States) : 


Arizona New Mexico Tennessee ° 
Florida North Carolina Texas 
Kansas Oklahoma Washington 
Missouri South Carolina Wyoming 


Provisions To DEFINE FINANCIAL NEED FOR OLD-AGE ASSISTANCE ® 


Federal requirement.—The Federal requirement concerning need is that a 
State must set forth in its plan the level of financial need which it will support 
and the items of maintenance which will be considered basic and provided to all 
persons together with those considered “special needs” and provided to persons 
who are in need of them. 

Provisions setting a money amount as a maximum‘ against which the total of 
income, resources, and the monthly assistance payment is to be measured (one 


State) : 
Avigogne (fod one recighelit*) Lo 5 ok 3212 2) ce a, ee $90 


Legislative provisions specifying a money amount representing basic costs of 
living to which the sum of all income and resources available to the applicant 
plus the amount of the monthly assistance payment shall be equal (two States) : 


Amount for 


State: 1 recipient 
i a siiecs: sen sai ii ata ck capt a cha tinted ist * $89 
| eS SE EE ES ESS LEN PES Oe TEMES Se ee Se Oe ye 105 


2Income scale or other prescribed method of determining the ability of the relative to 

onpyes is contained in law or in State plan. 
segal remedy provided is by criminal court action only; for all other States in this 

list, provision is made for civil action by the aged person, the agency, or either to require 
support or to recover amounts expended in assistance. 

* Aged persons may bring civil suit for support under general statutes. 

5 Expected contribution from children considered available except under specified ‘‘hard- 
ship conditions.” 


6 Compilations based on characteristics of State public assistance plans in effect October 
1, 1957. 

7™These maximum or minimum amounts are independent of the maximums set on the 
amount of the monthly assistance payment which an individual may receive; 36 jurisdic- 
tions set some kind of maximum on payments. 

8 For additional recipients in the same family or for a recipient and spouse, different 
amounts are specified. 


®*For “basic maintenance” with specified needs considered above the statutory amount. 
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Provisions setting a money amount as a minimum’ to which the sum of all 
income and resources available to the applicant plus the amount of the monthly 
assistance payment shall be equal (five States) : 

: Amount for 
State: 1 recipient 


Ne eee re Ee naiccceemnenddenent * $50 
MES 2 nn ee seta coaatinaiig *%5 
a sic EE ii tis ecka so ents oe AE SINE hice nam Sheen 40 
a NS NB ce a eee *50 
eee SURI Bods ie oe * 60 


3 See footnote 3 on p. 311. 


General provisions, such as “unable to provide a standard of living compatible 
with decency and health,” or ‘unable to provide a standard of basic living as 
defined by the State agency” (45 States). 

Mr. Fountain. Mr. Schottland, the subcommittee has found many 
State and local officials dissatisfied with the present formulas in public 
assistance whereby Federal matching requires computations in each 
individual case. It has been suggested that matching State and local 
expenditures on the basis of the average of all payments in each cate- 
gory within a State, up to the specified maximum, would be less costly 
to administer. 

What is your opinion with respect to this suggestion ? 

Mr. Scuorrianp. Well, in a report which we made on administrative 
costs which we are required to make by the Appropriations Committee, 
we did tentatively suggest that one of the sound principles in changing 
the formula would be the averaging principle, that is, taking or provid- 
ing Federal reimbursement on the average. : 

The practical difficulties involved, if you do not link this with other 
parts of a formula, are that, one, in order to develop an average for- 
mula, a formula of reimbursement on the average whereby no State 
would lose money, it would require a very large increase in Federal 
expenditures. If it were possible to have averaging, so that theoreti- 
cally every State could get the same amount of money that they are 
now getting from the Federal Government for the same amount of 
State expenditures, we ought to go to averaging overnight. There 
would really be no objection to it. It is simpler, it is less costly to 
administer—not much, but certainly much less of a headache. The 
problem is if you spent the same amount of Federal money on an 
averaging base some States would be hurt and others would get addi- 
tional money, so you have to put in a great deal of Federal money to 
make the thing work. 

Mr. Fountain. You would have the same situation that apparently 
would happen with the transfer of the telephone tax to the States, 

Mr. Scnorrnann. Yes; it is a similar kind of thing, although we are 
in favor of the average, and believe that a combination proposal of 
averaging and a variable grant is a workable and desirable thing and 
that it could be worked out. 

Mr. Gotpserc. Could a formula be developed which included both 
of those aspects, the averaging principle as well as equalization, and 
which would give each State as much as it is now getting ? 

Mr. Scuorrianp. Well, you could produce such a formula to give 
each State at least as much as it is now getting. It would have to cost 
something, naturally. 

Mr. Goupserc. Wouldn’t the objective of an equalization formula 
rather be to reduce the amount of Federal contribution in those States 


ao 


THs EO. 


a 
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which have a relatively large fiscal capacity and to increase it in States 
which have a low fiscal capacity ? 

Mr. Scuorrianp. Well, you could develop a formula mene 
equalization, averaging, and expansion of needy groups covered whic 
would decrease the percentage of Federal participation, say, in New 
York and California, high-income States, and increase it in Missis- 
sippi and Alabama, without actually decreasing the amount of Federal 
dollars going to the States, providing you set the formula in such a 
way that it would not decrease it. In other words, you could say we 
will only give New York 40 percent. That 40 percent could be equal 
to what they are getting now. 

Now, as a matter of political reality, if such a formula would be 
adopted by the Congress, you would probably have to have a situa- 
tion where individual States would not object on the ground that they 
were losing money. 

Mr. Goutpzerc. This is possible, and in fact it was actually done 
under the Vocational Rehabilitation Act amendments of 1954. How- 
ever, there, instead of maintaining a constant program, the intent 
was to step up the amount of Federal expenditure, which made the 
development of a formula a relatively easy task. 

But if we were to develop a new public assistance formula encom- 
passing both equalization and Federal participation on the average, 
it is your view, if I understand correctly, that it would cost more 
Federal money to assure that no State would lose any funds in the 
transition. 

Mr. Scuorrianp. That is correct, it would cost more Federal 
money. We think that taking a long view, it would be better. I 
would like to point out it doesn’t present nearly the difficulties you 
might think offhand, because in effect we have a type of equalization 
now. That is, we are paying a smaller percentage of public assist- 
ance for New York than we are for Mississippi. The lower the grants 
in the States, the higher the Federal percentage, and generally speak- 
ing the low-income States have the lower grants. 

{r. Gotpperc. That is unquestionably true with respect to the in- 
dividual grant. However, when you think in terms of the amount 
of Federal participation per capita in any State, and bring into the 
picture the recipient rate, you sometimes get a different picture, 
don’t you? 

Mr. ScHorr.anp. Yes, you do. 

Mr. Fountarn. Miss Emery, we are happy to have you with us. I 
understand you are here for Mrs. Oettinger. I wonder if you will 
identify yourself for the record. 

Miss Emery. My name is Margaret Emery. I am assistant to the 
Chief of the Children’s Bureau. 

Mr. Fountatrn. It has been suggested that the grant formula for 
child welfare services be changed so as to relate allotments to the 
number of children and the fiscal ability of each State, and to require 
State matching funds. 

Would you favor such a change? 

Miss Emery. Such a change would involve an increase in Federal 
funds. For that reason, we have not recommended a change in the 
allotment formula this year, but the administration did recommend a 
change along those lines in 1956, and we are in agreement in prin- 
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ciple that there should be a matching formula, and that also was 
included in our 1956 administration proposal. 

Mr. Scuorriann. Mr. Chairman, if I might add to that, I think 
the record ought to show that for practical purposes a matching for- 
mula would not create any unusual difficulty, because in every State 
there is substantial matching of child welfare funds. It may not 
be listed as matching, because there is no requirement for matching, 
but as soon as there was a matching requirement, it could very well be 
appropriated as matching funds since it is for the same purpose. 

Mr. Gorpserc. In that connection also, I believe it was stated at the 
last hearing that the Department has introduced or reintroduced 
legislation in the present session to remove the rural restriction on 
the use of child welfare funds. 

Miss Emery. That is correct, that is before the Congress now. 

Mr. Fountarn. What is your system for keeping the States in- 
formed on Department rules and regulations applying to the public 
assistance and the child welfare programs ? 

Mr. Scnorr.uanp. Generally speaking, there are three methods. 
First, we have manuals. Manual changes are made from time to time, 
and these are sent to the States, and these manuals form the basis 
of the plans which the States submit, the general rules and regula- 
tions are stated there. 

Second, we have a variety of devices for interim changes that 
don’t get into the manual as yet. They are a little different between 
child welfare and public assistance, but we have State letters. 

Third, we have regular meetings with the States through our field 
staff and also some meetings nationally, at which these changes are 
discussed, and in a very large number of cases, the changes are dis- 
cussed in advance. General procedure is that when a change is being 
considered, we do circularize the States to get reaction to the pro- 
posed changes. Those three are the general methods. There are 
others Mr. Roney or Miss Emery may wish to comment on further. 

Mr. Fountarn. Would youcare to add to that ? 

Mr. Roney. I think I have nothing further. 

Mr. Fountatn. How do you distinguish between a practice or pro- 
cedure required of a State for compliance with the law and one which 
is desirable but is not mandatory in character ? 

Mr. Scnorrianp. Within the rules and regulations ? 

Mr. Fountarn. Yes. 

Mr. Scuorrianp. Well, one is set forth as a requirement. It would 
depend on the program as to the way it is stated, but generally speak- 
ing if we do believe something is desirable and recommend it or we 
say prevalent practice indicates, or something to that effect, but that 
this is not a requirement. 

Mr. Fountarn. In other words, if something is not a requirement, 
you leave its adoption to their discretion, depending upon their own 
needs and their own problems. 

Mr. Roney. We call them recommendations. 

Mr. Gotpsere. Is there such a designation in your handbook or 
manual ? 

Mr. Roney. The handbook specifically identifies the recommenda- 
tion aspects. 


ow 
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Mr. Gorppere. It has a heading labeled “Recommendations,” or 
some other designation that would enable a State or local worker to 
know that it is a recommendation ¢ 

Mr. Roney. The local workers don’t use these, usually, it is the 
State departments, in formulating their rules and regulations, but for 
them it is designated under each of the headings. For instance, if it is 
aid to dependent children, and let’s say residence, we will state the 
law, the Federal law, as it relates to the minimum Federal require- 
ments, and then we will follow with recommended procedures. 

Mr. Gotpserc. Now, how do you handle an administrative inter- 
pretation which is not a statement of the law, as such, but which 
you regard as mandatory for compliance with the law? "Would you 
use a specific terminology or any kind of heading or footnote which 
would clearly set forth that fact ? 

Mr. Roney. If it is not a requirement we so state. We do have 
interpretation of the law, so labeled. 

Mr. Gotpperc. Have you received any complaints in the last year 
or two from State officials that they are ‘unable to determine precisely 
what is a requirement and what is a recommendation / 

Mr. Roney. I don’t recall, at least offhand, complaints on that basis, 
particularly. There has been some indication of dissatisfaction when 
we have an administrative ruling or recommendation and then a new 
aspect of that procedure comes up and the question of what the inter- 
pretation under this new cireumstance is, and if it is quite involved 
it involves clearance, as far as we are concerned, with general counsel, 
audits and accounts, and maybe other parts of ‘the Department. On 
occasion if it ov erlaps with the Children’s Bureau, for example, that 
may take a little time and they may wish to have that decision sooner 
than we are able to give it under those circumstances. That is the 
area where I think I have heard dissatisfaction expressed, not in the 
specific terms you mention. 

Mr. GorpserG. Does the Department publish its changes in admin- 
istrative requirements in the Federal Register ? 

Mr. Roney. No; we don’t do that. 

Mr. Gotpserc. How do you go about promulgating or making such 
changes known to the administrative personnel involved? Is this 
done exc lusively through the handbook ? 

Mr. Roney. Through the handbook which all the States have, and 
it goes out to all, eac +h change goes out as a State letter to the State 
administrator c: alling attention to the change, and where the change 
occurs in the handbook. 

Mr. Gotpserc. How would interested organizations or individuals 
who are not participating in the administrative process have access 
to this information ? 

Mr. Roney. Well, they can go to the State departments in their 
States, and ask to see copies of it. They can come to us and talk 
with us about it. We have released some copies on occasion, but we 
are quite reluctant to do it because of the continuously changing nature 
of it, and it is quite technical in some areas. 

Also, we suggest if they have a specific area that they are interested 


in, it is more easy to share that portion of the handbook with them 
than the whole handbook, which is quite large. 


32370—_59—_—21 
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Mr. Goxpserc. Is it your opinion that the State administrators 
are quite satisfied with the present system, with the use of the hand- 
book for notifying them of changes in administrative requirements / 

Mr. Roney. It is my impression that they are. Occasionally there 
may be some dissatisfaction expressed, usually around a specific issue 
that may have come up on negotiation between us and the State. 

I think that point of view is borne out in the previous replies from 
the States, too, as I reviewed them, indicating at least not picking that 
as a specific area of complaint. 

Mr. Fountain. I think it is very important that the material that 
goes out to the States contain a clear-cut distinction between require- 
ments and advice, because I can appreciate the fact that if it isn’t clear 
cut, some States may look upon advice as a requirement at a time 
when the advice may not be most appropriate for that particular State, 
even though it may be the practice in a majority of the States. 

Mr. Roney. We have tried, Mr. Chairman, and through our regional 
representatives, as well, to keep that clear. 

Mr. Fountatrn. I know in the House Foreign Affairs Committee, in 
our deliberations concerning mutual security, we received about five 
thick books from the State Department. In those books they say 
“this is secret,” “this is classified,” or “this is nonclassified,” “but in 
each of those categories they have some of the same material. The 
result is that when I get on the floor I don’t know what I can say 
and what I can’t say. Consequently I can easily appreciate the prob- 
lem of the State agencies if your distinctions are not clear cut. 

Mr. Schottland, the Social Security Act requires of the States “sub- 
stantial conformity” with Federal requirements in the public assistance 

rogram. I wonder if you would describe, generally, how your agency 
interprets “substantial conformity” ? 

Mr. Scuorrnianp. Mr. Chairman, this is rather difficult to describe 
quickly and briefly without reference to specific issues. Let me take 
1 or 2 illustrations to show how difficult it is to discuss that question. 

Let us say there is a requirement in ADC that there be referral of 
cases of desertion to law-enforcement agencies. That would seem like 
a very simple requirement, they just have to refer to law-enforcement 
agencies. 

Well, suppose the State says we will handle this through the attorney 

eneral of the State, that is a law-enforcement agency. In most 
States, the attorney general would have nothing to do with the enforce- 
ment of support provisions, that would be the job of the district 
attorney, so that we might say this is not conformity with the law. 

Now, technically you might say they have complied with the law, 
they have turned it over to a law-enforcement agency. We would feel 
this is an evasion of the law, because the intent was obviously to turn 
it over to a law-enforcement agency that could do something about it, 
namely the district attorney in the particular county, so that some- 
times you get more borderline situations that are extremely difficult. 
I would say, on the whole, that from the beginning of the program, 
the Federal Government has bent over backwards to interpret liberally 
the actions of the States with reference to conformity, and it has only 
been in very major issues that there has been any serious question 
raised. 
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That doesn’t mean that we don’t raise questions constantly of a 
minor nature, but the major ones have been very few. 

Now, as to what constitutes substantial conformity and what does 
not, I think we just have to evaluate the facts in the individual case. 
It isa factual question. ; 

Mr. Fountarn. I certainly agree that we all might have different 
opinions as to what substantial conformity is. I wondered, in con- 
nection with your programs, how you interpreted this requirement. 

In that connection, in reply to our questionnaire, the subcommittee 
received this statement from the State of New York in November 
1956: 

Detailed audits are a particular problem in public assistance programs. Fed- 
eral auditors examine from 10 percent to 100 percent of all cases (depending on 
circumstances) and compile long lists of “exceptions.” Subsequently, after 
literally years of investigation, correspondence, meetings, and adjudication, 
specific disallowances are made in previously authorized Federal grants. The 
total amounts of these disallowances have been negligible in relation to total 


Federal grants, and in no case have they indicated lack of “substantial 
conformity.” 


We suggest that Federal audits should be limited and that where they indicate 
differences in judgment in certain specific cases, but do not show lack of con- 
formity, no “exceptions” or disallowances should be made. In New York State 
where public-assistance programs are locally administered, it is humanly impos- 
sible to get 100-percent compliance. However, where there is 98-percent compli- 
ance with the State plan, this should be deemed to be “substantial conformity.” 

Would you care to comment upon that observation in the New York 
State reply ¢ 

Mr. Scnorrianp. Well, it does present a very difficult problem. 
When you get down to an audit question, it is very difficult to say 
that if in a spot audit we find, for example, that a man is 63 years 
of age, and they have been giving him old-age assistance, and there- 
fore the person is not eligible under Federal law, the fact that they are 
giving it to persons over 65 in 98 percent of the cases, it would seem 
to me it would be very difficult for us to say since there is substantial 
conformity and it has come to our knowledge that they are payirig out 
this money illegally in this one case we should thereby say substantial 
conformity, we will pay for the 63-year-old case. I just don’t see how 
we could do that under Federal law. 

Mr. Founrarn. That points out the fallacy of using a percentage as 
a basis. 

Mr. Scuotrianp. I think if we found this in many cases, we would 
take administrative action and say let’s work out together why you 
have 63-year-old cases, is it that your investigation is poor, or what 
is the situation, and try to work out the matter with them. 

In view of the fact that we take so few audit exceptions, it seems 
to me with the amounts involved so extremely small that the issue is 
primarily one of whether or not this audit does serve a useful purpose 
of keeping the States on their toes, and at the same time serve the 
purpose of assuring to the public and to the Congress and to the 
executive branch that there is the same kind of review you have in 
private business of spot checks, and I don’t think it is a question of 
the amount of money. The amount of money we actually recoup or 
exceptions we take are really relatively negligible, and even when we 
take the exceptions, as this communication or this answer points out 
from New York, we negotiate it, and frequently, if there are exten- 
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uating circumstances, we will use such administrative discretion as 
we may have under the law. 

There might be some good reason for it. For example, sometimes 
when Congress has made a change in the benefit structure, or has 
raised the benefits, a State may use Herculean efforts to get the change 
put into effect. Congress may pass it in August, and the new formula 
goes into effect October 1. It may come too late to get in October 
1. If there are special problems involved in this, we take into con- 
sideration the fact that administratively it just wasn’t feasible and 
may not take audit exceptions where technically an audit exception 
might be appropriate. 

Mr. Fountarn. A number of State officials have told the subcom- 
mittee that the States would welcome the opportunity for a judicial 
review of the Secretary’s decisions to withhold funds in conformity 
cases. Are there good reasons in your judgment why the States 
should not have the protection of judicial review in these circum- 
stances ¢ 

Mr. Scuorrianp. I think so, Mr. Chairman. I think that it could 
mean in this kind of situation that the States would be relatively free 
to continue a violation of Federal law with the idea that it won’t 
make any difference because they can do it for 5 or 6 years before they 
get the thing finally reviewed and the appeals all taken care of, and 
it seemed to me—this is my personal 6pinion—we end up in a chaotic 
situation. 

Most every State has some little part of a program it would like to 
have which 1s not in accordance with Federal law, because some mem- 
ber of the legislature is pushing it. It might have to do with the 
merit system, it might have to do with the residence requirements, or 
something else, and if they are all free to go ahead and do it with the 
idea maybe a Federal court would uphold it or maybe they wouldn’t, 
it seems to me we have nothing but constant difficulty, and in view of 
the fact that we have had such little difficulty, I see no necessity for 
such a procedure. 

Mr. Gzoupperc. Where is the final determination now made in con- 
formity cases—by the Secretary ? 

Mr. Scuorrnanp. Yes. 

Mr. Gotpserc. Would there be any merit, in your opinion, to hav- 
ing an administrative board, or even an advisory board which, while 
the Secretary would retain the authority for final decision in these 
cases, would afford a State the opportunity to present its case to a 
body independent of the agency responsible for making the rules and 
regulations that are in dispute? 

Mr. Scuorrianp. I would think there would be no real advantage 
to that. If we had dozens of such cases every year, I would say 
there might be some cases for having another kind of review, but, 
in effect, if the issue became so serious that it must require a decision 
by the Secretary on a conformity issue, there are, in effect, various 
kinds of independent review. 

In the first place, the original determination or recommendation 
would have been made by the operating agency which would be the 
Bureau of Public Assistance up through the Commissioner of Social 

Security. 
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Second, an entirely independent analysis would be made by the 
General Counsel who would make a recommendation as to whether 
or not in his opinion the decision was in accordance with the law 
and may even go so far as to make a recommendation as to whether 
he thinks it is sound, other than that, because the General Counsel 
serves as an adjunct to the Secretary’s Office. 

Furthermore, if we ever hit such a situation, the Secretary does 
have the advantage of program - le on his staff who might be 
called in for an evaluation of it, © that’ in view of the fact that it 
is such a rare procedure, I vault think there is no necessity for 
encumbering the administrative machinery. 

Mr. Gotpperc. You have, I think, based your position to a large 
extent on the infrequency of compliance cases where the State feels 
that it is dissatisfied and might want independent review; is that 
correct ? 

Mr. Scuorriann. Well, I did so, but I think there are other things, 
too. I think that where an administrative official, such as the Sec- 
retary, is held responsible for the administration of the program 
that it would seem to me, unless there is some great compelling reason 
there shouldn’t be some other body or board that would also have 
administrative discretion for review—take old-age and survivors in- 
surance, there was some suggestion in Congress awhile ago that there 
be some separate kind of review, but the thing has been working 
satisfactorily for the normal administrative review within normal 
administrative channels. 

Mr. Gorpserc. One of the problems, when one deals with grant 
programs as a whole rather than with an individual program for 
which he has responsibility, arises from the fact that a number of 
laws presently do provide judicial review, rightly or wrongly--I 
don’t think that is at issue; consequently I feel ‘the States can legiti- 
mately raise the question of why they should be denied judicial 
review in the program that is most important to them in the sense 
that it furnishes most or a large share of their Federal-aid dollars 
and involves a relatively large area in which problems might arise. 
That is the kind of problem with which the subcommittee is faced 
in trying to determine whether or not there is merit to the charge 
that States are being deprived of an opportunity for an independent 
review when friction develops in conformity cases. 

Mr. Roney. Isn’t there an aspect to this, too, that gets into the 
matter of changing the law. I think oftentimes, some of the dis- 

satisfaction that is expressed, or the desire for judicial review is 
really a dissatisfaction with the law, itself. 

Now, it may be put in terms of the interpretation of the law, but 
there is the avenue of changing the law, itself, which is open to States 
through their Congressmen as well as to us, through the administra- 
tion when we find there are troublesome areas. 

I thought that area, to balance the picture, should be included. 

Mr. Scuorrianp. As a matter of fact, Congress has frequently 
changed the law because of dissatisfaction ‘with the administration of 
some aspects of it, not dissatisfaction with our interpretation, but 
dissatisfaction with the law, itself. Certainly, if it were just a ques- 
tion of interpretation, if there were dissatisfaction, Congress could 
easily change the law. 
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Mr. Fountatn. Mr. Roney, I think we all recognize that the basic 
laws governing Federal participation in grant programs are often, 
and necessarily so, quite general in their definition of qualifying con- 
ditions. 

A good example of this in public assistance is where the Social 
Security Act requires a State, in determining the need of an appli- 
cant, to “take into consideration any other income and resources” he 
may have. 

f course, income and resources may be taken into consideration 
in various ways and to various extents. 

Would you describe for the subcommittee what regulations your 
Department has promulgated in this connection to distinguish between 
what is reasonable and what would be so excessive an exemption as to 
defeat the purpose of this provision ? 

Mr. Roney. I think our general approach to property holdings has 
been one of the matter of reasonableness for meeting need. Although 
we have set no exact top limit, in negotiation with the State, if their 
plan suggests allowing recipients to keep property and assets, we look 
at their proposals in terms of the rest of their whole State plan, the 
State’s economic resources to support the program, and the amount 
of assistance they contemplate giving. We will negotiate or raise a 
question with them as to what is reasonable for them to do. 

We have avoided the matter of setting a specific amount because 
of the very factor that was discussed in another connection, the diffi- 
culty of setting any Federal standard that would apply uniformly to 
the whole Nation, but we have set out the purpose for which property 
can be held, e. g., to provide shelter, burial, and $6 forth. 

I think that is about as much as I can say. I would like to check 
it with our policies to see if there is more I could add for the record to 
the question, if you would permit that. 

Mr. Fountain. I wish you would. 

(The information requested is as follows :) 

The general approach of the Bureau of Public Assistance to reasonableness has 
been between two examples: People do not have to be destitute to be needy; on 
the other hand, all income and resources have to be accounted for toward meet- 
ing their need. For example, the interpretation given to the Federal Social Se- 
curity Act permits an adult to allocate some of the income he has to care for a 
legal dependent such as a spouse. The balance of his income is compared with 
his need so as to reduce the payment he would otherwise receive as assistance. 
For example, the present interpretation about property that can be held to meet 
need is one that was already in use in most of the State programs when the 
Social Security Act was passed; namely, that a person can keep his home as 
long as it is of moderate value and is furnishing shelter to the person who needs 
assistance. Similarly, assets in the form of insurance or small amounts of cash 
to cover burial have been permitted as holdings and still find a person needy 
within the intent of public assistance. It has rarely been necessary to rule on 
what is considered excessive. 

Mr. Fountar. I understand no regulations making this distine- 
tion have been promulgated. 

Mr. Ronry. That is right, we have used the procedure I have tried 
to describe here, and adapt it to the individual State situations. 

Mr. Fountain. I realize some of these questions are probably diffi- 
cult to answer. However, we are trying to find out as best we can the 
way in which your discretion is exercised, and whether or not those 
who administer the various programs in the States have a clear under- 
standing of your rules and regulations, and the way in which you 
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arrive at your conclusions concerning what is reasonable, what is 
excessive, and so forth. s 

Miss Emery, in studying the tables submitted by the Children’s 
Bureau in February, to the House Appropriations Committee, the 
staff found that some States used less than their grant allotments. In 
fiscal 1957, in the maternal and child health program, we note the 
States of South Dakota, Wisconsin, and Wyoming had substantial 
balances at the close of the fiscal year. 

What is the explanation for these balances ? 

Miss Emery. Wisconsin, South Dakota, and what other State? 

Mr. Fountarn. And Wyoming. 

Miss Emery. I would like to submit that for the record. I don’t 
know the State situations well enough. I know that in general, the 
balances in the maternal and child health program have been low, but 
I don’t know the individual States well enough to be able to explain 
them. 

Mr. Founratn. Will you submit that for the record ? 

Miss Emery. I will be glad to. 

(The information requested is as follows :) 


None of these three States had balances of maternal and child health funds 
in the Federal Treasury as of June 30, 1956. On June 30, 1957, South Dakota 
and Wyoming had balances of these funds in the Federal Treasury in the amounts 
of $17,563 and $14,190, respectively. The balances in these two States were 
due to problems of matching. For the fiscal year 1957, the Federal appropriation 
for maternal and child health grants was increased by about $4 million. When 
the State appropriations bills were passed for these two States, this substantial 
increase in Federal funds was not anticipated. Wisconsin had no balance in the 
Federal Treasury in either 1956 or 1955. With the increased Federal appropria- 
tion in 1957, this State had difficulty expanding its program rapidly enough to use 
the full amount available to it that year. Wisconsin has no balance in the Fed- 
eral Treasury at the present time. 


Mr. Founrarn. In the crippled children’s program, Arizona did not 

ae oe at all, and Indiana, Mississippi, and Wyoming left sizable 

alances. We would like to know what factors account for these situ- 
ations. 


Miss Emery. I will be glad to submit that. 
(The information requested is as follows :) 


The total balance of crippled children’s funds in the Federal Treasury as 
of June 30, 1957, was $165,036 of which $88,458 was the fund A apportionment of 
Arizona which does not request Federal funds for its crippled children’s pro- 
gram. Wyoming had a balance of $22,896, due to problems of matching. In 
1956, the Federal appropriation for grants for crippled children’s services was 
increased about $4 million and Indiana and Mississippi were among the very few 
States that were unable to expand their programs rapidly enough to use the full 
amount available because of this increase. Neither of these States had balances 
as of June 30, 1955. On June 30, 1957, they had balances of $15,419, and $31,623, 
respectively, a major factor of which was their continued relative slowness in 
expanding their programs. Indiana has no balance in the Federal Treasury 
at the present time and Mississippi has reduced its balance somewhat. 


Mr. Fountarn. In child welfare services, relatively large amounts 
of unused Federal funds are shown for California, Idaho, Indiana, 
Massachusetts, Nebraska, North Dakota, Oregon, Utah, and Wyoming. 
We would like you to give us an explanation for the balances in these 
States. 

Miss Emery. I will be glad to. 
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_I think your committee knows that in child welfare, there is no pro- 
vision in the law whereby funds may be reallotted, so that over the 
years the balances in the child welfare program have been larger than 
in the other 2 programs, because in the other 2, the funds may be 
reallotted if the State finds it is not going to use a part of the funds. 
Under our current legislative proposal before the Cengeens, we have 
recommended a reallotment provision in regard to the child welfare 
grant. 

Mr. Fountain. We would appreciate it if you would give us this 
information. 
(The information requested is as follows :) 


The unused balances of Federal funds for child welfare services remaining 
in the Federal Treasury on June 30, 1957, for these States were: 


MEIER oh de ee ee ee Oe is $60, 722 
a biti, Segue ison te Gea livibe ss aes ie 39, 190 
sa 8 a le ee aes ee eB 100, 687 
isa tidide ot nsninkstis neces erence ae pnt hie ane 15, 377 
I a ae 47, 645 
Deere en. oe a a Be A ak 20, 914 
RON ne eee bk oe i ede od Sil ine ote. 34, 530 
Oe a Sa SEU a a ee nl bdnedtaes 11, 893 
yr in he OE Ca oe es 16, 980 


The reasons for balances left in the Federal Treasury vary. Developments in 
a State child welfare program fluctuate from year to year so that one year a 
State may use all of its funds and the next year have a balance. This was true 
for California, Utah, and Wyoming. California has a unique problem because 
the State agency has to enter into formal agreements with the counties regarding 
the use of funds by the counties. At the beginning of the fiscal year the State 
agency must set aside the funds to cover the agreements. Counties frequently 
do not report on lapses in the use of funds early enough for the State to reallocate 
the funds for other uses. 

The remaining six States for several years have not utilized the full allotment 
of child welfare services funds chiefly because of a combination of factors. 
These factors include: (1) Changes in personnel in top agency positions such 
as State administrator or child welfare director which changes tend to slow 
up the development of the program; (2) patterns of organization which do not 
provide for adequate coverage of services; (3) lack of, or restrictive, educational 
leave program—most States use Federal child welfare services funds to train 
child welfare workers for filling vacancies; (4) great dearth of trained child 
welfare workers in the country which creates difficulty in recruiting workers in 
some States because of low salaries, placement in isolated communities, and lack 
of good supervision. 

These are some of the States which might release child welfare services funds 
for reallotment to other States if the Department’s legislative proposal is enacted. 


Mr. Schottland, to what extent is the OAA program being used to 
supplement the income of OASI beneficiaries for medical care pur- 
poses only ? i 

Mr. Scnorr.anp. I can’t give you a quick figure. 

We would be glad to supply it for the record. 

Roughly speaking, I think we now have about 600,000 old-age 
assistance cases that are receiving old-age and survivors insurance 
benefits. Of that number, a very substantial number of such cases are 
on public assistance primarily because of the problem of medical care 
but I do think we may have some figures on that that we could furnish 
for the record. 

Mr. Fountain. I wish you would give us the best estimate you can 
of the number of OAA recipients who receive medical services pay- 
ments and who do not draw payments for food, clothing, shelter, or 
other purposes. 


tic 
we 
th: 


on 


pel 
pit 
an 
ex] 





FEDERAL-STATE-LOCAL RELATIONS 323 


It was noted by the Kestnbaum Commission that while the propor- 
poe of persons who received OAA exclusively for medical purposes 

yas then only 2 percent, the practice of providing medical care 
hnlnat the assistance program appears to be growing. 

Mr. Govpsere. Is it your observation that the rate of medical care 
only cases in OAA is continuing to increase ? 

Mr. Scuorrianp. I think so. We have no data on cases receiving 
medical care only through the money payment. Let me put it this 

vay, and Mr. Roney may want to comment on it. The number of 
cases receiving medical care through vendor payments and public 
assistance money payments is increasing substantially, because more 
States are going into the medical care program. The mere fact that 
more States are going into substantial medical care programs would 
in and of itself result in a larger number of cases coming on just for 
medical care, because the States that don’t have medical care programs 
obviously wouldn’t have that. If the State starts it, you might get 
some cases. It wouldn’t necessarily indicate that the State in any 
way has any kind of different standard, because the standards are the 

same, but the usual kind of case that you have is something like that. 

Say, their basic budget is $80 in a State, and a man has $90 from old- 
age and survivors insurance, so he is not eligible, but he goes to the 
hospital and he has a $300 bill ina month, say. Then the State might 
pick that up on a public assistance basis, so that it does meet the intent 
of your question; namely, that it is a medical care case only. That 
doesn’t mean that the State is just using the public assistance program 
to take care of medical care expenditures. It happens it is above the 
budget that the person would normally be able to meet from his old- 

age and survivors insurance. 

“Mr. Roney. I want to call attention to the fact that it is difficult to 
identify those as being specifically for medical care, the supplemen- 
tary cases, because of different procedures the State might use. 

You see, theoretically, if he has $100 OASI, and needs $50 more 
because of a medical need, it could be presumed that the $50, or the 
State procedure may be to give the $50 for food and he use his own 
OASI money for the medical aspect, and then not be identified as 
specifically a medical need when in reality that was the reason behind 
his need. 

Mr. Gotpperc. The primary interest of the subcommittee in this 
connection is to secure whatever data are available which point up the 
extent to which public assistance is serving as a residual contributor 
of medical care for persons who are on OASI. In providing any 
information and statistics that you have, it might be well to interpret 
it to the best of your ability so that particular focus will be borne out. 

Mr. Founratn. We would appreciate it if you would supply us 
with any further comments you may have in answer to that question. 

(The information requested i is as follows :) 


EXTENT TO WHIcH OASI BENEFICIARIES REQUIRE SUPPLEMENTARY PUBLIC 
ASSISTANCE PAYMENTS BECAUSE OF MEDICAL CARE NEEDS 


If medical care is broadly defined to include everything from relatively inex- 
pensive items, such as medicine chest supplies, to major costs incurred for hos- 
pitalization, surgery, etc., it is probable that almost all old-age survivors insur- 
ance beneficiaries and all public assistance recipients have some medical care 
expenditures or receive some medical services during the course of a year. Such 
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services or supplies may be provided in a number of ways—-through an individ- 
ual’s own resources, by relatives, by public assistance funds or by some other 
source not requiring an expenditure on the part of the individual. 

Data that have recently been made available show that about 1 out of every 10 
old-age survivors insurance beneficiaries received public assistance at some time 
during 1957. Nearly 40 percent of the beneficiaries who also received public 
assistance either had some or all of their medical care expenditures paid directly 
by the public assistance agency to the medical practitioners and other suppliers 
of medical services or had their public assistance payments increased to permit 
them to meet their own medical expenses. 

In general, the insurance benefits to public assistance recipients are lower than 
those received by other beneficiaries. Because all income and resources of the 
public assistance recipient are taken into account in determining the amount 
of his need, assistance payments to insurance beneficiaries are also generally 
lower than to other public assistance recipients. It is therefore very likely that 
a substantial majority of the beneficiaries of old-age survivors insurance who 
receive supplementary assistance payments would require such payments for 
maintenance needs without regard to their medical expenses. Information is not 
available to show the extent to which public assistance supplementation is only 
used to meet medical expenses. 

Other data indicate that the frequency of medical care services provided with- 
out charge to the individual or to anyone else is 2% times greater for insurance 
beneficiaries who receive public assistance supplementation than for other old-age 
and survivors insurance beneficiaries. 

Mr. Fountain. Mr. Schottland, are the same definitions and cri- 
teria used for determining disability in the aid to the permanently 
and totally disabled program as in OASI? 

Mr. Scuorrianp. No; they are not. 

Mr. Founrarn. I wonder if you would describe the differences be- 
tween the disability tests used in these programs, and explain why a 
single test is not used ? 

Mr. Scuorrianp. The OASI program is a national program, so 
that we have one basic definition, whereas APTD is a grant discretion 
left to the States, so that one State may decide to take only the most 
helpless cases, those that are bedridden or chairbound, and another 
State might decide to take cases with as liberal a definition as con- 
sistent with Federal law, so that that is one reason for your basic 
difference. 

Second, the law is actually different. The “APTD law” provides 
for persons to be totally and permanently disabled. The old age and 
survivors insurance law provides that the person must be a medically 
determinable impairment that would keep the person from engaging 
in any gainful occupation, so that although in popular practice we 
call it totally and permanently disabled actually there is some dif- 
ference in the law, and I think those are the reasons for the basic dif- 
ferences. With regard to the question should they be uniform, I 
would think not. I think that old age and survivors insurance has a 
very special set of considerations based on the contributory features 
of the system wherein there is a contribution or tax paid by employer 
and employees as against the general revenue program based on need, 
such as public assistance. 

Mr. Gorpserc. Has the Department taken the view that any specific 
degree of disability must be recognized by the States in determining 
eligibility for APTD, or has the evaluation of disability characteris- 
tics been left wholly to State discretion ? 

Mr. Scnorrianp. This has been left to State discretion consistent 
with the fact that the case must be totally and permanently disabled 
by some reasonable standard. 


ti 
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They could not say a person who injured his arm which was going 
to hurt him for 3 or 4 months was totally and peeeearey disabled. 

Mr. Gotpserc. Has the Department, in implementing the law, de- 
veloped anything that might be regarded as a minimum or maximum 
standard for making the evaluation ? 

Mr. Scuorrianp. There are some general guidelines and some regu- 
lations on it that certainly could be construed as minimum. 

Mr. Gotpsere. Could they be spelled out? Rather than put an en- 
tire regulation into the record, would it be possible to excerpt it and 
perhaps outline the minimum requirements that — apply, whether 
they relate to the process or to the characteristics that must be recog- 
nized by a State? 

Mr. ScuorrianpD. We'll do that. 

Mr. Gorpperc. Anything that will be helpful in conveying what 
a State must conform to in this program. 

(The information requested is as follows :) 


Title XIV of the Social Security Act was not enacted to extend public assist- 
ance to all disabled people but rather for those who are needy as well as un- 
likely to ever work for regular remuneration, or even be capable of self-care. 
Hence, the descriptive term for this category—aid to the permanently and 
totally disabled. States do have a choice of defining their eligible cases within 
the interpretation of the law, i. e., accepting only applicants who are com- 
pletely helpless because they are bedfast, chairfast, in a terminal phase of ill- 
ness, ete. Such cases require only a medical review. However, the majority of 
States prefer using a more liberal criteria based on both a current medical and 
social evaluation showing that the combination of severity of the impairment 
and its social consequences is such the needy person is unable to engage in a 
useful occupation (i. e., hold a job or be a homemaker) in any practical way. 

The overall description of this category is as follows: In general, “perma- 
nently and totally disabled” means that the individual has some permanent 
physical or mental impairment, disease, or loss that substantially precludes 
him from engaging in useful occupations within his competence, such as hold- 
ing a job or homemaking. The impairment may be physical or mental, organic 
or functional, of long or short duration, static or progressive. It may be a 
single entity or combination of diagnoses. However, it must be of major pro- 
portion, unlikely to improve or liable to continue throughout the person’s life- 
time. These factors are based upon medical findings. 

The social evaluation combined with the medical report is the basis upon 
which the State review team decides on eligibility. The social study further 
individualizes the person and focuses on what activities this person can manage 
with his impairment in the light of his age, living arrangements, background 
training, skill, and work experience, etc. 

An example of this pairing of medical and social material is the instance of 
a 55-year-old farm laborer with serious chronic heart condition. The medical 
report indicates he has the physical capacity to do clerical work on a part-time 
basis. The social evaluation indicates this man has had only a fourth-grade 
education, hence in his particular set of circumstances eligibility for APTD 
may be met. On the other hand a person with stenographic experience and the 
same medical diagnosis might not be eligible since the part-time clerical job 
would be within his competence and physical tolerance. 

The evaluation of permanent and total disability is individualized. There is 
no “average man” concept. No two applicants’ medical and social circumstances 
are identical but by using the same general measurements within these program 
definitions sound determinations can be made. 


Mr. Fountarn. Are the States permitted to use an individual case- 
worker for the performance of both ADC and CWS duties when both 
types of services are required in a single household ? 

Mr. Scuorrianp. Yes, they are permitted to do so. 
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Mr. Fountain. What are the requirements for using this arrange- 
ment, and how does it affect the Federal grant for administrative 
services ? 

Mr. Scuorrianp. The fact that such services were being permitted 
would have to be acceptable part of the State plan submitted both 
for child welfare services and for the ADC program. There would 
then, with reference to administrative costs, have to be an approved 
formula as to the method of reimbursement. The basic reason for 
such joint use of personnel on individual cases is primarily one of 
economy. You take a rural area, you have a family 30 miles out in 
the hinterland, and there is a wehiiat of placing of the child, and 
you have to talk to the mother about. it, maybe the decision is made, 
you just want to make the arrangements. 

Well, it would seem silly to send out two workers, one on the ADC, 
another to make a date with the mother as to when the child should 
come in for placement purposes. 

Obviously, you have to work something out. 

Our effort is to develop a formula of administrative reimbursement 
which is acceptable and appropriate. 

Now, we have had some problems in a few cases, but they have been 
technical and administrative and fiscal problems as to what is an 
appropriate basis for reimbursement. 

Mr. Founrarn. Mr. Roney, in auditing State public assistance ex- 
penditures do your auditors use sampling techniques ? 

Mr. Roney. Are you referring to the administrative review 

Mr. Gotpserc. The fiscal review. 

Mr. Roney. They use some sampling techniques, but for the most 
part, it is, as I understand it, a complete review in particular areas of 
operation. 

Mr. Gorpperc. Is that complete review limited to the State office 
records, or do they actually get down into the administrative units 
where a State is supervising the counties or other local units? 

Mr. Roney. They do some auditing where it is appropriate on the 
county level as well as on the State level, that is my understanding. 

Mr. Gorppera. Is there any particular frequency with which the 
records and accounts are audited? 

Is any formula used ? 

Mr. Roney. Not to my knowledge, but I would prefer that the 
Audit and Account Division provide an answer to this for the record. 

(The information requested is as follows:) 

The Division of Grant-in-Aid Audits audits grantee agencies only. Welfare 
departments and school construction projects are examples. In such cases the 
audit covers those fiscal areas necessary to determine whether Federal grants 
and State matching funds have been used in accordance with requirements. In 
regular annual programs the objective is to audit the operations in a given year 
in the following year. This is not always possible, however, due to shortage of 
staff. As a result, in such program operations, 1, 2, or 3 years of work may 
be audited at one time. Generally, construction projects are audited shortly 
after completion to permit prompt payment of the contractors. 

Mr. Founrarn. I wonder if you would submit to us a brief descrip- 
tion of your auditing procedures. 

Mr. Roney. The frequency, whether sampling is used ? 

Mr. Gotpperc. Yes. 
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(The information requested is as follows :) 


The Division of Grant-in-Aid Audits applies accepted auditing procedures of 
accounting profession, modified as necessary to fit the grant-in-aid programs. 
The audits are made on a sampling or test-check basis. In continuing programs 
requiring local visits, the smaller counties are as a general rule audited every 
other year. Maximum use is made of State and local audits. 

Mr. Founratn. Did you say the Federal auditors inspect the records 
of administrative units below the State level ? 

Mr. Scuorruanp. Yes; records both from the fiscal audit and our 
administrative review do frequently go below the State level. 

Mr. Fountarn. Does the extent and the intensity of the Federal 
fiscal audit differ from State to State, depending on the type and 
the effectiveness of the internal checks and controls operating in the 
particular State? 

Mr. Scuorrianp. I would ask, Mr. Chairman, that you let us insert 
that for the record based on a statement of the Division of Field 
Audits. If the implication of the question is, suppose the State has 
a good audit system, I merely can insert in the record for one State, 
namely, California, where the Federal Government approved the 
State audit program and therefore did much less once the State pro- 
gram was on a going basis than they had done previously in terms 
of auditing, they had accepted the State audit basis. 

(The information requested is as follows :) 

The extent and intensity of the fiscal audit does vary from State to State 
depending on the type and effectiveness of internal checks and controls. This 
includes not only the checks and controls of the grantee agency but those of 
any other checking or controlling agency of the State as well as audits made 
by units of State governments and private accounting firms. 

Mr. Gotprerc. Could you address yourself to that same question for 
the administrative as distinguished from the fiscal audit as conducted 
by your Department? Do you vary the intensity of your investigation 
in terms of what you think to be the degree of administrative develop- 
ment. and competence within a particular State ¢ 

Mr. Roney. On the administrative review, we have concentrated 
primarily during its existence, and with the staff we have had available 
for it, on the statewide review of eligibility, and there we have not 
varied the application of it from State to State, but over a period of 
5 years have sought to have given a review of this process im all the 
States. 

Now, there are other areas that, as time goes on, in order to carry out 
a Federal responsibility, we will need to review, such as the appeal 
process, the statewide application, and so forth. Those are in the 
process of negotiation with the States, depending on their concern and 
our knowledge about the processes they use—that is, what they have 
available for indicating the soundness of their procedure in a partic- 
ular area may be varied according to the indications of States and their 
desires as well. 

Mr. GotpserGc. Has your administrative review thus far been limited 
to eligibility questions ? 

Mr. Roney. Primarily. 

Mr. Founrarn. I know bank examiners examine much more inten- 
sively those banks where they have had difficulty than they do banks 
which have been doing a good job. 
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Mr. Roney. Often States themselves are interested in particular 
areas, too, for their own administrative information as long as the 
process is being gone through, and in some instances that has beem 
incorporated into a review that is looking for additional items from 
those that we may be particularly interested in. 

As you know, many States have an administrative review process of 
their own. 

Mr. Gotpperc. In those latter States, have you been able to make use 
of their investigations or information as a part of or substitute for the 
Federal review / 

Mr. Roney. Yes, we have, and we have been continuously working 
with them toward a greater coordination of the two. There is some 
problem in whether it will ever be a complete—whether we could ever 
completely accept it, and still carry out our Federal responsibility 
because of some different points of emphasis, so to speak, but there are 
in those instances where there is the same interest we are trying to 
avoid duplication. 

Mr. Fountarn. I have just one further question, Mr. Schottland, 
and it relates to a statement made by Mr. Folsom. I had intended to 
ask him about it so that our record would be clear. 

He said on page 8: 

Direct general expenditures of State and local governments have more than 
tripled in the 10 years following 1946, increasing from $11 billion to nearly 
$37 billion. 

Are those direct general expenditures exclusively from State and 
local revenues, or do they include some Federal funds? 

Mr. Scuorrianp. I think those are expenditures of State and local 
governments and do not include Federal expenditures, and if that 
is incorrect I will correct it for the record if that is agreeable. 

Mr. Fountain. Mr. May? 

Mr. May. No further questions. 

Mr. Fountarn. Mr. Naughton or Mr. Goldberg? 

Mr. Gorpserc. No, sir. 

Mr. Founrarn. So far as I know, everyone who has expressed an 
interest in being heard, both in and out of government, has been 
given an opportunity to testify before our subcommittee on this sub- 
ect. There were some who contacted us during our regional hear- 
ings but who were not able to testify at that time because we were 
receiving testimony exclusively from State and local government offi- 
cials. However, we invited those persons and organizations to appear 
before our subcommittee in Washington, and many of them have 
appeared or have submitted statements expressing their views. 

This is a subject on which we could continue to take testimony 
indefinitely, but I believe the evidence which we have taken today 
completes these hearings for our present purposes. I hope that in 
the near future, before the adjournment of Congress, this subcommit- 
tee can prepare a comprehensive report which will be helpful not only 
to the executive and legislative branches of the Federal Government, 
but to State and local governments and to others who are interested 
in this very important subject as well. 

Are there any other questions or comments? 


Mr. May. I would just add, Mr. Chairman, that on behalf of the- 


minority I would like to congratulate you and your staff for the excel- 
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lent fashion in which you have conducted these hearings throughout 
the country. 


I agree they have been extremely beneficial and educational and 
should be extremely important when we finally reach our conclusions 


and prepare our report. It has been a pleasure to have served with 
you. 

Mr. Fountain. Thank you very much. 

The committee will stand recessed until the further call of the 
Chair. Thank you very much for coming up. 

Mr. Scworrtanp. Thank you. I do want to express our apprecia- 
tion for the courtesies of the committee, and we have been very happy 
to cooperate with the committee in its hearings. 

(The following letter was received from Hon. Fred A. Seaton, 
Secretary of the Interior :) 

DEPARTMENT OF THE INTERIOR, 


OFFICE OF THE SECRETARY, 
Washington, D.C., March 24, 1958 


Hon. L. H. Founratn, 
Chairman, Intergovernmental Relations Subcommittee of the Committee 
on Government Operations, House of Representatives, Washington, D. C. 


DEAR Mr. FouNTAIN: Thank you for the opportunity afforded by your February 
15, 1958, letter to express the views of the Department of the Interior on the 
subject of intergovernmental relations, now under study by your subcommittee. 
This is a subject which we in Interior consider to be of major significance. 

From the earliest years of the Republic the predecessors of our present 
bureaus were engaged in programs having direct effect on State and local gov- 
ernments. The earliest public land laws provided for the creation of future 
States out of the public domain. These land laws also gave great assistance 
to education, transportation, and other economic development. Mapping, min- 
eral development, and water-resource development are other examples of 
Interior programs which led to the opening and development of the western 
lands. These and many other programs are described in detail in the lengthy 
report submitted to you by the Department on March 12, 1956. 

Over a long period the Department has sought to encourage and assist State 
and local governments. In so doing we have tried to mesh our policies, pro- 
cedures, and programs with those of the State and local governments. The 
water-rights laws of the Western States are a prime example. Others are the 
land trespass laws, wildlife conservation practices, range and forest fire pro- 
tection, and Indian education. Many others could be cited. 

Despite the long history and the large variety of programs involved, little 
criticism and few recommendations for change have been directed to us. Having 
evolved over a long period of time, these programs have avoided the handicaps 
inherent in quickly devised emergency programs. Second, almost without ex- 
ception they have been worked out with the consent and often with the participa- 
tion of State and local officials. Third, with few exceptions the funds involved 
were not very large and did not contain a matching formula, and therefore 
did not affect State fiscal policies. Also, the impact of these programs often 
was felt by only a few States and localities. Only a few have nationwide appli- 
cation. 

Although our situation as regards intergovernmental relations is favorable, 
we are making every effort to improve our policies and practices in this respect. 
At the time that the Kestnbaum report was issued, we reviewed our situation 
thoroughly. One result of this was a comprehensive survey by the Office of the 
Secretary of the Department’s major grant-in-aid programs. An evaluation 
was made of these grant programs in terms of their relationships to the States. 
While a few specific problems were identified, these surveys found the grant- 
in-aid programs operating satisfactorily. 
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In view of the very extensive report submitted by us on March 12, 1956, in 
response to your request for data and information on this subject contained 
in your letter of December 23, 1955, I feel that there is very little else of general 
interest that could be contributed at this time. Officials of the bureaus ad- 
ministering specific programs affecting State and local interests will be available 
to appear at the convenience of your committee. 

Sincerely yours, 
Frep A. SEATON, 
Secretary of the Interior. 


(Whereupon, at 1 p. m., the subcommittee adjourned, subject to 
call of the Chair.) 
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